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INTERNATIONAL  FAMILY  PLANNING  PROGRAMS 

WITNESS 

hon.  anthony  c.  beilenson,  a  representative  in  congress 
from  the  state  of  california 

Chairman's  Opening  Statement 

Mr.  Callahan.  We  are  going  to  go  ahead  and  get  started. 

Tony,  you  are  our  first  witness  this  morning.  I  was  just  looking 
over  the  schedule  and  we  have  56  witnesses. 

Mr.  BEILENSON.  But  I  am  here  all  by  myself. 

Mr.  Callahan.  And  you  are  number  one. 

Mr.  BEILENSON.  That  is  kind  of  you,  sir. 

Mr.  Callahan.  But  we  are  going  to  have  to  adhere  to  the  5- 
minute  rule,  and  this  is  a  5-minute  glass. 

Mr.  BEILENSON.  I  shall  read  as  far  as  I  possibly  can. 

Mr.  Callahan.  We  appreciate  that.  What  you  cannot  read  in  5 
minutes,  we  will  let  you  submit  for  the  record. 

Mr.  Beilenson.  Thank  you.  I  appreciate  that  very  much. 

I  also  appreciate,  Mr.  Chairman,  this  opportunity  to  testify  be- 
fore this  subcommittee,  as  I  have  for  the  past  several  years,  to  urge 
you  to  support  the  full  amount  of  funding  requested  by  the  Presi- 
dent for  programs  aimed  at  stabilizing  world  population  growth.  I 
appear  here  not  just  as  one  interested  member,  but  also  on  behalf 
of  the  Congressional  Coalition  on  Population  and  Development, 
which  I  once  again  have  the  privilege  of  co-chairing  this  Congress 
with  our  colleague  Connie  Morella. 

Many  of  us  strongly  believe,  Mr.  Chairman,  that  there  is  no  more 
urgent  problem  facing  humanity  than  the  rapid  rate  of  growth  of 
the  human  population,  which  underlies  virtually  every  developmen- 
tal, environmental  and  national  security  problem  facing  the  world 
today. 

There  can  be  no  doubt  that  combating  rapid  population  growth 
is  one  of  the  most  humane,  farsighted  and  economically  effective  ef- 
forts we  can  undertake.  Every  additional  dollar  spent  on  these  pro- 
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grams  will  save  many  times  this  expense  in  future  U.S.  foreign  as- 
sistance. 

Last  year,  I  had  the  opportunity,  along  with  about  six  or  seven 
other  members,  Mr.  Chairman,  representing  the  U.S.  House  of 
Representatives  at  the  International  Conference  on  Population  and 
Development,  the  ICPD,  as  it  is  called,  in  Cairo.  In  my  view,  which 
I  believe  is  shared  by  virtually  all  of  the  participants  and  observ- 
ers, the  ICPD  was  a  remarkable  success. 

In  Cairo,  the  United  States  was  instrumental,  along  with  a  good 
many  other  countries,  in  helping  to  build  a  broad  consensus  behind 
a  comprehensive  program  of  action,  which  was  signed  by  almost  all 
of  the  180  countries  who  participated  in  the  conference,  and  which 
will  help  guide  the  population  and  development  programs  of  the 
United  Nations  and  national  governments  into  the  next  century. 

Central  to  this  plan  is  the  recognition  that,  with  adequate  fund- 
ing this  decade  for  family  planning  and  reproductive  health  serv- 
ices, as  well  as  educational,  economic  and  social  opportunities  nec- 
essary to  enhance  the  status  of  women,  we  can  stabilize  world  pop- 
ulation in  the  first  half  of  the  next  century. 

The  ICPD  program  of  action  represents  an  historic  opportunity 
to  confront  the  causes  of  the  world's  rapidly  growing  population, 
while  placing  an  emphasis  on  individual  choice  and  freedom.     . 

To  meet  this  challenge,  the  international  community — developing 
and  industrial  countries  alike — has  agreed  to  increase  spending 
dramatically  to  achieve  universal  access  to  family  planning  and 
basic  reproductive  health  services.  In  order  to  fulfill  our  respon- 
sibility under  the  Cairo  agreement,  the  U.S.  would  need  to  allocate 
$850  million  in  fiscal  year  1996  for  international  population  pro- 
grams, an  increase  of  more  than  $260  million  over  the  fiscal  1995 
level. 

As  you  well  know,  achieving  the  ICPD  recommended  level  of 
funding  would  be  enormously  difficult  under  current  budgetary 
constraints.  Recognizing  that  fact,  I  respectfully  urge  this  sub- 
committee to  allocate  the  President's  full  request  of  $635  million 
for  international  population  programs — an  increase,  Mr.  Chairman, 
of  $40  million  over  this  year. 

While  this  is  less  than  20  percent  of  the  increase  that  would  be 
needed  to  fulfill  our  obligation,  it  will  enable  many  more  couples 
to  receive  family  planning  services  and  allow  us  to  build  on  some 
of  the  successes  that  these  services  have  already  helped  us  to 
achieve. 

In  each  of  the  last  four  years,  thanks  in  large  part  to  the  leader- 
ship of  this  committee,  the  U.S.  has  increased  its  contributions  to 
international  population  programs  significantly,  to  a  fiscal  1995 
level  of  $595  million.  But  turning  the  comer  on  this  problem  will 
again  require  an  increase  this  year. 

Global  population  now  exceeds  5.7  billion  people.  When  we  were 
bom,  Mr.  Chairman,  it  was  only  about  one-third  that  number.  It 
is  growing  by  about  100  million  every  year.  Twenty-four  hours  from 
now,  there  will  be  a  net  increase  of  260,000  people  on  this  globe, 
and  95,000  of  them  will  be  bom  into  countries  which  cannot  ade- 
quately take  care  of  their  existing  populations,  cannot  provide  jobs 
or  health  care  or  education  or  whatever. 


Within  15,  20  or  25  years,  populations  of  each  of  these  countries 
is  going  to  double,  unless  we  help  them  slow  down  the  rate  of  popu- 
lation growth.  If  effective  action  is  not  taken  with  this  decade — as 
today's  1.6  billion  children  in  the  developing  world  under  the  age 
of  15  reach  their  childbearing  years — the  earth's  population  could 
nearly  quadruple  to  over  19  or  20  billion  people  by  the  end  of  the 
next  century. 

In  much  of  the  developing  world,  high  birth  rates,  caused  largely 
by  the  lack  of  access  of  women  to  basic  reproductive  health  services 
and  information,  are  contributing  to  intractable  poverty,  malnutri- 
tion, widespread  unemployment,  urban  overcrowding,  and  the 
rapid  spread  of  disease.  Population  growth  is  outstripping  the  ca- 
pacity of  many  nations  to  make  even  modest  gains  in  economic  de- 
velopment, leading  to  political  instability  and  negating  other  U.S. 
development  efforts. 

I  have  got  a  little  list  I  made,  Mr.  Chairman,  of  some  of  the  coun- 
tries whose  fertility  rates  are  still  in  excess  of  6  children  per 
woman,  and  they  are  exactly  the  countries  that  we  are  most  wor- 
ried about  in  the  world,  places  like  Ethiopia,  Haiti,  Iran,  Iraq, 
Libya,  Mozambique,  Nigeria,  Pakistan,  Somalia,  Sudan,  Syria. 
These  are  the  countries  still  who  cannot  adequately  take  care  of 
their  existing  populations,  but  whose  populations  will  double  again 
over  the  next  15  years  or  so. 

Mr.  Callahan.  The  time  is  running  out.  As  I  said,  we  are  going 
to  have  to  limit  everybody  to  their  5  minutes. 

Mr.  Beilenson.  I  appreciate  that. 

Mr.  Callahan.  We  will  include  your  entire  statement  for  the 
record,  and  by  my  lack  of  asking  questions,  please  do  not  think 
that  we  are  not  interested  in  your  testimony. 

Mr.  Beilenson.  I  understand  exactly  what  your  time  constraints 
are. 

Mr.  Callahan.  We  want  everyone  to  have  the  opportunity  to  put 
their  statements  in  the  record. 

Mr.  Beilenson.  I  appreciate  your  letting  me  come  by  and  testify 
in  the  hearing  today. 

Mr.  Callahan.  We  will  include  your  entire  statement  in  the 
record. 

Mr.  Beilenson.  Thank  you  very  much. 

[The  information  follows:] 
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Mr.  Chairman,  I  appreciate  the  opportunity  to  testily  before  this  subcommittee,  as  I 
have  for  the  past  several  years,  to  urge  you  to  support  the  full  amount  of  funding 
requested  by  the  President  for  programs  aimed  at  stabilizing  world  population  growth.    I 
appear  here  not  just  as  one  interested  Member,  but  also  on  behalf  of  the  Congressional 
Coalition  on  Population  and  Development,  which  I  once  again  have  the  privilege  of  co- 
chairing  this  Congress  with  our  colleague  Constance  Morella. 

Many  of  us  believe  strongly  that  there  is  no  more  urgent  problem  facing  humanity 
than  the  rapid  rate  of  growth  of  the  human  population,  which  underlies  virtually  every 
developmental,  environmental,  and  national  security  problem  facing  the  world  today. 
There  can  be  no  doubt  that  combating  rapid  population  growth  is  one  of  the  most  humane, 
farsighted  and  economically  effective  efforts  we  can  undertake.    Every  additional  dollar 
spent  on  these  programs  will  save  many  times  this  expense  in  future  U.S.  foreign 
assistance.    According  to  UNICEF,  "family  planning  could  bring  more  benefits  to  more 
people  at  less  cost  than  any  other  'technology'  now  available." 

Last  year,  I  had  the  honor  of  representing  the  U.S.  House  of  Representatives  at  the 
International  Conference  on  Population  and  Development  (ICPD)  in  Cairo.    In  my  view, 
which  I  believe  is  shared  by  virtually  all  participants  and  observers,  the  ICPD  was  a 
remarkable  success.     In  Cairo,  the  United  States  was  instrumental  in  building  a  broad 
consensus  behind  a  comprehensive  Program  of  Action,  which  was  signed  by  almost  all  of 
the  180  countries  that  participated  in  the  conference,  and  which  will  help  guide  the 
population  and  development  programs  of  the  United  Nations  and  national  governments  into 
the  next  century.    Central  to  this  plan  is  the  recognition  that  with  adequate  funding  this 
decade  for  family  planning  and  reproductive  health  services,  as  well  as  educational, 
economic,  and  social  opportunities  necessary  to  enhance  the  status  of  women,  we  can 
stabilize  world  population  in  the  first  half  of  the  next  century. 

The  ICPD  Program  of  Action  represents  an  historic  opportunity  to  confront  the 
causes  of  the  world's  rapidly  growing  population,  while  placing  an  emphasis  on  individual 
choice  and  freedom.   To  meet  this  challenge,  the  international  community—developing  and 
industrial  countries  alike—has  agreed  to  increase  spending  dramatically  to  achieve 
universal  access  to  family  planning  and  basic  reproductive  health  services.    In  order  to 
fiilfill  our  responsibility  under  the  Cairo  agreement,  the  U.S.  would  need  to  allocate  $850 
million  in  fiscal  year  1996  for  international  population  programs,  an  increase  of  more  than 
$260  million  over  the  fiscal  1995  level. 


As  you  well  know,  achieving  the  ICPD  recommended  level  of  funding  would  be 
enormously  difficult  under  current  budgetary  constraints.    Recognizing  that  fact,  I 
respectfully  urge  this  subcommittee  to  allocate  the  Presidents's  full  request  of  $635  million 
for  international  population  programs—an  increase  of  $40  million  over  fiscal  1995.    While 
this  is  less  than  twenty  percent  of  the  increase  that  would  be  needed  to  fulfill  our 
obligation,  it  will  enable  many  more  couples  to  receive  family  plaiming  services  and  allow 
us  to  build  on  the  success  these  services  have  already  helped  us  achieve  in  slowing  the 
world's  exponential  population  growth  and  improving  the  lives  of  hundreds  of  millions  of 
families. 

In  each  of  the  last  four  years,  thanks  in  large  part  to  the  leadership  of  this 
committee,  the  U.S.  has  increased  its  contributions  to  international  population  programs 
significantly,  to  a  fiscal  1995  level  of  $595  million.    But  turning  the  comer  on  this 
problem  will  again  require  an  increase  this  year. 

Global  population  now  exceeds  5.7  billion  people,  and  it  is  growing  by  almost  100 
million  every  year—by  260,000  every  24  hours.    Future  prospects,  moreover,  are  even 
more  staggering.    If  effective  action  is  not  taken  within  this  decade— as  today's  1.6  billion 
children  in  the  developing  world  under  the  age  of  fifteen  reach  their  childbearing  years— 
the  earth's  population  could  nearly  quadruple  to  over  19  billion  people  by  the  end  of  the 
next  century. 

In  much  of  the  developing  world,  high  birth  rates,  caused  largely  by  the  lack  of 
access  of  women  to  basic  reproductive  health  services  and  information,  are  contributing  to 
intractable  poverty,  "nalnutrition,  widespread  unemployment,  urban  overcrowding,  and  the 
rapid  spread  of  disease.    Population  growth  is  outstripping  the  capacity  of  many  nations  to 
make  even  modest  gains  in  economic  development,  leading  to  political  instability  and 
negating  other  U.S.  development  efforts.    In  the  next  fifteen  years,  developing  nations  will 
need  to  create  jobs  for  700  million  new  workers,  which  is  more  than  currendy  exist  in  all 
of  the  industrialized  nations  of  the  world  combined. 

The  impact  of  exponential  population  growth,  combined  with  unsustainable  patterns 
of  consumption,  is  also  evident  in  mounting  signs  of  stress  on  the  world's  environment. 
Under  conditions  of  rapid  population  growth,  renewable  resources  are  being  used  faster 
than  they  can  be  replaced.    Other  environmental  consequences  of  the  world's  burgeoning 
population  are  tropical  deforestation,  erosion  of  arable  land  and  watersheds,  extinction  of 
plant  and  animal  species,  and  pollution  of  air,  water  and  land. 

Overpopulation,  however,  is  not  a  problem  for  lesser  developed  countries  only. 
Rapid  population  growth  in  already  overcrowded  and  underdeveloped  areas  of  the  world 
has  given  rise  to  an  unprecedented  pressure  to  migrate,  as  workers  seek  decent,  and  more 
hopeful  lives  for  themselves  and  their  families.   According  to  a  recent  report  by  the 


United  Nations  Population  Fund  (UNFPA),  over  one  hundred  million  people,  or  nearly  2 
percent  of  the  world's  population,  are  international  migrants,  and  countless  others  are 
refugees  within  their  own  countries.    Many  of  the  world's  industrialized  nations  are  now 
straining  to  absorb  huge  numbers  of  people,  and  in  the  future,  as  shortages  of  jobs  and 
living  space  in  urban  areas,  and  resources  such  as  water,  agricultural  land,  and  new  places 
to  dispose  of  waste  grow  even  more  acute,  there  will  be  even  greater  pressure  to  emigrate. 

For  those  of  us  from  Los  Angeles  and  other  coastal  urban  areas  that  are  magnets 
for  immigrants,  world  population  growth  is  not  an  abstract  issue— it  is  one  that,  quite 
literally,  has  been  laid  right  at  our  doorstep.    Communities  in  Los  Angeles  County,  where 
enormous  numbers  of  both  legal  and  illegal  immigrants  are  settling,  are  being 
overwhelmed  by  the  burden  of  providing  educational,  health,  and  social  services  for  the 
newcomers.    And  the  problem  will  get  bigger:    largely  because  of  immigration, 
California's  population  is  expected  to  grow  from  31  million,  where  it  stood  in  1990,  to  63 
million  by  the  year  2020. 

Population  growth  is  an  enormous  problem,  but  one  we  can  solve-if  we  make  a 
determined  effort  to  do  so.    Over  the  last  three  decades,  population  programs  have  been 
remarkably  successful.    In  general,  average  fertility  falls  by  about  one  birth  per  woman 
for  every  15  percentage-point  increase  in  the  number  of  married  couples  using 
contraception.    Since  the  early  1960s,  contraceptive  use  worldwide  has  gone  up  from 
roughly  10%  of  couples  to  over  50%  today.    And  over  the  same  period,  the  number  of 
births  per  woman  dropped  from  6  to  3.3,  almost  half  the  fertility  of  just  one  generation 
ago.    Much  of  this  progress  is  a  direct  result  of  U.S.  involvement.    In  the  28  countries 
with  the  largest  USAID-sponsored  family  planning  programs,  the  average  number  of 
children  per  family  has  dropped  from  6.1  in  the  mid-1960s  to  4.2  today. 

These  international  trends,  however,  while  highly  encouraging,  conceal  great 
demographic  diversity  among  countries  and  regions.    In  most  of  sub-Saharan  Africa  and 
some  Pacific  Island  countries,  where  family-planning  services  are  not  yet  widely  available, 
contraceptive  use  is  below  15  percent,  and  women  bear  an  average  of  six  or  more 
children.    At  the  global  level,  an  estimated  350  million  couples  do  not  have  access  to  a 
full  range  of  modern  family-planning  information  and  services.    Yet  an  estimated  120 
million  women  would  be  practicing  a  modern-family  planning  method  if  it  were  available, 
affordable  and  acceptable  by  the  husband,  family  and  community.    One  indication  of  the 
large  unmet  demand  for  more  and  better  family-planning  services  is  the  estimated  50 
million  abortions  that  occur  every  year,  many  of  them  unsafe. 

The  disparity  between  countries  which  are  meeting  the  demand  for  family  planning 
services  and  those  that  are  not  is  illustrated  by  the  very  different  situations  in  Bangladesh 
and  Pakistan.    In  Bangladesh,  innovative  approaches  to  providing  family  planning  services 
and  maternal  and  child  health  care  have  helped  lower  that  country's  fertility  rate  from  6.7 


in  1975  to  4.6  in  1994.    While  overpopulation  in  Bangladesh  continues  to  be  a  pervasive 
problem,  slower  population  growth  has  brought  a  significant  level  of  social  improvement, 
not  the  least  of  which  has  been  a  precipitous  decline  of  infant  and  child  death  rates. 
Further,  the  Bangladesh  government  concludes  that,  while  it  spends  an  estimated  $162  to 
avert  each  birth,  it  saves  approximately  $615  on  social  service  expenditures  that  would 
have  been  spent  on  each  child—a  nearly  four-fold  return  on  investment. 

In  Pakistan,  by  contrast,  where  these  same  social  indicators  are  among  the  lowest  in 
the  developing  world,  family  planning  use  has  been  sporadic-a  mere  nine  percent  of 
married  women  use  a  modem  form  of  contraception.    In  this  country,  where  there  is  no 
major  political  or  financial  support  for  contraceptive  services,  levels  of  fertility  and 
population  growth  remain  among  the  highest  in  the  world.    Further,  as  in  other  countries 
where  economic  growth  cannot  keep  up  with  the  employment  demands  of  growing 
populations,  Pakistan  must  create  one  quarter  of  a  million  jobs  per  year  to  accommodate 
the  45  percent  of  its  population  under  the  age  of  16.    This  large  number  of  unemployed 
youths  has  become  a  potentially  destabilizing  factor,  giving  rise  to  Islamic  fundamentalism 
and  ethnic  unrest.     These  problems,  however,  will  only  get  worse,  as  Pakistan's 
population  is  expected  to  nearly  double  in  the  next  twenty-five  years  to  more  than  250 
million  people. 

Time  is  of  the  essence.   How  quickly  we  provide  worldwide  access  to  family 
planning  and  reproductive  health  services  is  crucial.    Like  compound  interest  applied  to 
financial  savings,  high  fertility  rates  produce  ever-growing  future  populations.    For 
example,  if  a  woman  bears  three  children  instead  of  six,  and  her  children  and 
grandchildren  do  likewise,  she  will  have  27  great-grandchildren  rather  than  216. 
Likewise,  if  Nigeria,  which  now  has  109  million  people,  reaches  replacement  fertility  by 
2010  rather  than  2040  (as  currently  projected),  its  eventual  population  would  be  341 
million,  rather  than  617  million.   Thus,  what  we  achieve  in  the  way  of  making 
comprehensive  family  planning  and  reproductive  health  services  available  in  this  decade 
will  determine  whether  world  population  stabilizes  at  double  today's  level  or  at  triple  that 
level—or  more. 

I  realize  this  subcommittee  faces  a  host  of  competing  demands  for  very  limited 
foreign  aid  dollars.    But  slowing  population  growth  is  so  fundamental  to  everything  else 
we  do  to  improve  living  conditions  abroad  and  to  protect  our  own  national  security 
interests  that  it  deserves  a  higher  priority  within  our  foreign  aid  budget,  whenever 
circumstances  permit  its  consideration.    Our  failure  to  address  this  problem  adequately 
will  mean  that  many  of  our  other  efforts  to  promote  peace,  security,  and  the  well-being  of 
people  around  the  globe,  now  and  in  the  ftiture,  will  be  wasted. 

Thank  you  again  for  this  opportunity  to  testify  and  for  your  consideration  of  this 
request. 
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Thursday,  March  30,  1995. 
FOREIGN  ASSISTANCE  FUNDING 

WITNESS 

HON.  NITA  M.  LOWEY,  A  REPRESENTATIVE  IN  CONGRESS  FROM  THE 
STATE  OF  NEW  YORK 

Mrs.  LowEY.  Thank  you.  It  is  nice  to  be  with  you. 

Mr.  Callahan.  We  are  having  to  tell  everyone  that  we  have  to 
adhere  to  the  5-minute  rule.  This  is  the  only  5-minute  sand  hour- 
glass in  the  world,  but  we  have  to  adhere  to  it.  When  that  drop  of 
sand  hits,  will  start. 

Mrs.  LowEY.  Wait  a  minute.  You  have  to  wait  until  I  get  started. 
I  just  want  to  ask  you,  if  I  talk  New  York  style,  rather  than  Ala- 
bama style,  will  you  understand  me?  If  I  have  to  watch  that  sand, 
I  am  going  to  have  to  talk  pretty  quickly. 

Mr.  Callahan.  You  talk  Alabama  style.  I  am  going  to  do  what- 
ever you  ask  me  to  do,  anyway. 

Mrs.  LowEY.  I  know  you  are.  I  want  to  thank  you,  Mr.  Chair- 
man. 

Mr.  Callahan.  Your  thanking  me  does  not  count  against  your 
time.  [Laughter.] 

Mrs.  LowEY.  I  want  to  thank  you  very  much.  In  fact,  I  appreciate 
it  and  I  am  sorry  that  I  am  still  not  here  on  the  committee  to  join 
you.  I  will  put  my  whole  statement  in  the  record.  It  will  not  sur- 
prise you  that  I  am  going  to  be  talking  about  many  of  the  issues 
we  have  certainly  discussed. 

First  of  all,  with  regard  to  the  Middle  East,  I  am  very  pleased 
that  the  administration's  budget  request  does  include  the  same  $3 
billion  in  its  basic  aid  package,  $1.2  billion  and  $1.8  billion,  that 
we  actually  approved  last  year.  This  is  so  important  in  terms  of  the 
peace  process,  that  we  keep  the  consistency,  and  any  reduction  at 
this  point  would  be  potentially  disruptive  to  the  current  process.  I 
know  you  have  been  very  supportive  of  the  process,  and  I  person- 
ally am  appreciative. 

I  was  very  pleased  also  that  the  administration's  budget  submis- 
sion includes  the  provisions  which  I  authored  last  year  conditioning 
U.S.  aid  to  the  Palestinian  Authority  on  compliance  with  the  terms 
of  the  agreements  signed  on  the  White  House  lawn  in  September 
1993. 

Especially  in  light  of  the  recent  terrorist  incidents,  that  language 
is  more  important  than  ever,  and  to  impress  upon  the  Palestinian 
Authority  their  responsibility  for  ensuring  that  the  agreements 
that  began  this  process  are  lived  up  to.  I  hope  the  subcommittee 
will  retain  this  provision.  It  gives  us  critically  important  leverage 
during  the  current  talks,  and  removal  of  that  language  would  give 
the  Palestinians  a  green  light  and  give  the  agreements  no  meaning. 

I  also  want  to  strongly  urge  the  subcommittee  to  approve  the  ad- 
ministration's request  for  $80,000,000  for  refugee  resettlement  in 
Israel.  For  over  two  decades,  members  of  Congress  of  both  parties 
have  been  outspoken  in  their  demands  that  Jews  living  under  op- 
pression be  allowed  to  emigrate  to  Israel. 

That  pressure  succeeded,  and  last  June  Israel  marked  the  arrival 
of  the  500,000th  immigrant  from  the  former  Soviet  Union  since  the 


vast  influx  began  in  1989.  We  as  a  nation  should  be  proud  of  what 
we  have  done  through  this  program  to  assist  in  the  rescue  of  these 
half  a  million  people  from  Ethiopia,  Yemen,  Iran,  Syria,  throughout 
Eastern  Europe  and  other  nations.  Indeed,  we  have  helped  these 
individuals  lead  the  full  lives  that  they  had  previously  been  de- 
prived. 

This  subcommittee  has  consistently  led  the  support  for  this  pro- 
gram, and  the  need  continues.  Arrivals  from  the  former  Soviet 
Union  appear  to  have  leveled  off  at  between  65,000  and  70,000  per 
year,  but  that  number  is  nearly  triple  the  number  of  arrivals  dur- 
ing the  entire  decade  of  the  1980's. 

I  am  sure  that  members  of  the  subcommittee  will  understand 
better  than  most  that  conditions  exist  in  many  parts  of  the  former 
Soviet  Union  which  could  necessitate  the  quick  response  and  quick 
rescue  of  Jews  who  live  today  in  the  new  republics.  Particularly  in 
the  so-called  "southern  tier"  of  heavily  Moslem  republics,  rising  re- 
ligious and  nationalist  tensions  have  created,  to  say  the  least,  a 
heightened  sense  of  physical  insecurity  for  the  Jewish  population. 
Because  of  a  severe  economic  crisis,  as  well  as  religious  and  nation- 
alist tensions,  there  has  already  been  a  marked  increase  in  the  out- 
flow of  the  Jewish  population  from  the  Ukraine. 

We  all  see  what  is  happening  in  Russia.  The  rise  of  ultra-nation- 
alism personified  by  Vladimir  Zhirinovsky  could  clearly  prompt 
greatly  increased  emigration  at  any  moment. 

The  aid  has  been  very  well  used  over  the  years.  Within  Israel, 
its  use  has  been  confined  to  the  pre- 1967  borders,  thereby  avoiding 
controversy.  Last  year,  more  than  three-quarters  of  the  grant  was 
devoted  to  absorption  and  transportation  costs  with  the  balance  of 
funds  being  used  to  help  the  young  and  the  very  old.  Last  year, 
nearly  5,000  Ethiopian  children  were  being  assisted  at  50  separate 
locations  thanks  to  this  program. 

So  I  cannot  stress  how  important  it  is  to  consider  the  entire  Is- 
rael aid  package  in  thtf  context  of  this  particular  time  in  history. 
When  Israel  has  taken  a  dramatic  and  bold  risk  in  the  name  of 
peace,  we  should  keep  this  support  consistent.  Any  cut  would  send 
the  wrong  message,  and  I  am  confident  that  I  can  count  on  this 
committee  to  ensure  that  does  not  occur. 

Now,  in  the  last  few  seconds  we  are  going  to  deal  with  Ireland 
and  Greece  and  the  former  Soviet  Union,  so  I  will  really  have  to 
talk  quickly. 

The  situation  today  in  many  of  the  republics  which  comprise  the 
former  Soviet  Union  is  tenuous  at  best.  I  firmly  believe  that  an  ac- 
tive U.S.  role  in  helping  democracy  take  root  in  that  region  is  clear- 
ly in  our  own  best  interests.  It  is  likewise  important  that  our  aid 
not  be  concentrated  so  heavily  on  Russia,  that  other  republics,  such 
as  Ukraine  and  Armenia,  are  not  encouraged  to  move  forward  in 
their  pursuit  of  democracy. 

I  made  reference  earlier  in  my  testimony  to  the  rise  of  ultra-na- 
tionalism and  religious  intolerance  in  many  of  these  states.  Just  as 
we  pressed  the  former  Soviet  Union  to  respect  human  rights  and 
religious  liberties,  we  should  have  the  same  expectations  of  the 
new  governments  that  are  in  place  today. 

I  understand  that  my  time  is  out  and  that  my  testimony  with  re- 
gard to  Ireland  and  Greece  and  Turkey  and  East  Timor  and  inter- 
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national  family  planning  assistance — it  is  a  big  world  out  there, 
and,  as  Chairman,  I  know  you  are  conscientiously  working  within 
the  budget  constraints  and  that  your  priorities  will  continue  to 
move  the  United  States  agenda  forward. 

Mr.  Callahan.  We  appreciate  that.  We  appreciate  your  past  con- 
tribution to  the  committee.  As  I  have  told  you  in  the  past,  you  are 
welcome  to  join  us  any  time  at  your  convenience.  We  hope  you  can 
join  us. 

Mrs.  LowEY.  Thank  you  very  much,  Mr.  Chairman. 

[The  information  follows:] 
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STATEMENT  BY 

REPRESENTATIVE  NITA  M.  LOWEY 

BEFORE  HOUSE  APPROPRIATIONS  SUBCOMMITTEE 

ON  FOREIGN  OPERATIONS 

THURSDAY,  MARCH  30,  199  5 

MR.  CHAIRMAN  AND  MEMBERS  OF  THE  SUBCOMMITTEE.   First,  I  want 
to  thank  you  for  giving  me  this  time.   It  hasn't  been  that  long 
since  I  served  with  you  on  this  panel,  and  I  know  that  you  have 
been  putting  in  long  hours  in  preparation  for  writing  the  Fiscal 
1996  foreign  operations  bill.   I  am  sure  that  those  of  you  who 
served  with  me  in  the  last  Congress  will  not  be  surprised  by  the 
priorities  I  bring  to  you  today. 

I  ask  unanimous  consent  that  my  testimony  in  its  entirety  be 
included  in  the  Subcommittee  record,  and  I  will  take  just  a  few 
moments  to  highlight  a  few  of  the  issues  that  I  discuss  in  more 
detail  in  my  printed  statement. 

THE  MIDDLE  EAST 

The  Administration's  budget  request  includes  the  same  $3 
billion  in  its  basic  aid  package  for  Israel  —  $1.2  billion  in 
economic  assistance  and  $1.8  billion  for  military  assistance  — 
as  we  approved  last  year.   This  level  of  assistance,  except  for 
adjustments  which  have  not  even  kept  pace  with  inflation,  has 
been  stable  since  1973  —  for  over  two  decades.   That  stability 
sends  an  important  message  to  all  parties  in  the  current 
negotiations  about  the  U.  S.  commitment  to  Israeli  security.   Any 
reduction  at  this  point  would  be  potentially  disruptive  to  the 
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current  process. 


I  was  also  pleased  that  the  Administration's  budget 
submission  includes  the  provision  which  I  authored  as  a  member  of 
this  Subcommittee  last  year  conditioning  U.S.  aid  to  the 
Palestinian  Authority  on  compliance  with  the  terms  of  the 
agreements  signed  on  the  White  House  lawn  in  September,  1993. 
Especially  in  light  of  the  recent  terrorist  incidents,  that 
language  is  more  important  now  than  ever  —  to  impress  upon  the 
Palestinian  Authority  their  responsibility  for  ensuring  that  the 
agreements  that  began  this  process  are  lived  up  to.   I  hope  that 
the  Subcommittee  will  retain  this  provision.   It  gives  us 
critically  important  leverage  in  the  ongoing  talks.   Removal  of 
that  language  would  give  a  green  light  to  those  who  think  those 
agreements  have  no  real  meaning. 

Finally,  I  would  like  to  mention  three  specific  programs 
that  have  proven  vital  to  our  ongoing  relationship  with  Israel. 
First,  the  Cooperative  Development  Research  and  Projects  Program 
which  finances  Israeli  technological  and  scientific  endeavors  in 
the  developing  world.  Eastern  Europe  and  the  states  of  the  former 
Soviet  Union.   This  particular  program  has  enabled  Israel  to  work 
with  developing  nations  to  benefit  those  other  nations' 
development  and,  in  doing  so,  we  have  helped  Israelis  to  create 
relationships  and  understanding  which  stand  as  an  important 
bulwark  against  anti-semitism  in  many  of  these  nations. 
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Second,  the  Middle  East  Regional  Cooperative  Program  which 
was  created  in  the  aftermath  of  the  Camp  David  Accords,  has  been 
effectively  utilized  to  encourage  important  cooperation  in  the 
Middle  East.   We  all  know  how  critical  working  together  on  the 
basics  can  be  in  creating  the  confidence  and  trust  necessary  to 
taking  further  steps  toward  peace.   At  this  point,  this  program 
is  serving  to  foster  cooperation  between  Israel  and  the 
Palestinians  in  the  fields  of  healthcare,  agricultural 
development  and  other  areas  basic  to  day  to  day  life  in  the 
region.   The  impact  of  those  ties  on  the  current  talks  is 
evident. 

Third,  I  strongly  urge  the  Subcommittee  to  apiprove  the 
Administration's  request  for  $80  million  for  refugee  resettlement 
in  Israel.   For  over  two  decades,  Members  of  Congress  of  both 
parties  have  been  outspoken  in  their  demands  that  Jews  living 
under  oppression  be  allowed  to  emigrate  to  Israel.   That  pressure 
succeeded,  and  last  June  Israel  marked  the  arrival  of  the 
500,000th  immigrant  from  the  former  Soviet  Union  since  the  vast 
influx  began  in  1989.   We,  as  a  nation,  should  be  proud  of  what 
we  have  done  through  this  program  to  assist  in  the  rescue  of 
those  half  a  million  people  and  others  from  Ethiopia,  Yemen, 
Iran,  Syria,  throughout  Eastern  Europe,  and  other  nations. 
Indeed,  we  have  helped  enable  these  individuals  lead  the  full 
lives  that  they  had  previously  been  deprived. 

This  Subcommittee  has  consistently  led  the  support  for  this 
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program.   While  it  does  not  even  begin  to  meet  the  costs  of  the 
hundred  fold  increase  in  immigration  which  Israel  has  welcomed, 
it  has  made  a  crucial  impact  in  the  success  of  the  entire  rescue 
and  absorption  effort.   And  the  need  continues.   Arrivals  from 
the  former  Soviet  Union  appear  to  have  leveled  off  at  between 
65,000  and  70,000  per  year,  but  that  number  is  nearly  triple  the 
number  of  arrivals  during  the  entire  decade  of  the  1980 's. 

And  I  am  sure  that  members  of  this  Subcommittee  will 
understand  better  than  most  that  conditions  exist  in  many  parts 
of  the  former  Soviet  Union  which  could  necessitate  the  quick 
rescue  of  Jews  who  live  today  in  the  new  republics.   Particularly 
in  the  so-called  "southern  tier"  of  heavily  moslem  republics, 
rising  religious  and  nationalist  tensions  have  created,  to  say 
the  least,  a  heightened  sense  of  physical  insecurity  for  the 
Jewish  population.   Because  of  a  severe  economic  crisis  as  well 
as  religious  and  nationalist  tensions,  there  has  already  been  a 
marked  increase  in  the  outflow  of  the  Jewish  population  from  the 
Ukraine. 

And  we  all  see  what  is  happening  in  Russia.   The  current 
uneasy  calm,  if  it  can  be  called  that,  has  led  many  to  decide  to 
wait  before  making  the  often  difficult  —  and  final  —  decision 
to  leave  their  long-standing  homes.   However,  the  rise  of  ultra- 
nationalism  personified  by  Vladimir  Zhirinovsky  could  clearly 
prompt  greatly  increased  emigration  at  a  moments 's  notice. 
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This  aid  has  been  well  used  over  the  years.   Within  Israel, 
its  use  has  been  confined  to  the  pre-1967  borders,  thereby 
avoiding  controversy.   Last  year,  more  than  three  quarters  of  the 
grant  was  devoted  to  absorption  and  transportation  costs  with  the 
balance  of  funds  being  used  to  help  the  young  and  very  old. 
Among  the  refugees  from  Ethiopia,  there  were  many  children  who 
were  either  orphans  or  temporarily  separated  from  their  parents. 
Last  year,  nearly  5,000  Ethiopian  children  were  being  assisted  at 
50  separate  locations  thanks  to  this  program. 

On  all  of  these  items,  I  cannot  stress  how  important  it  is 
to  consider  them  in  the  context  of  this  particular  time  in 
history.   When  Israel  has  taken  a  dramatic  and  bold  risk  in  the 
name  of  peace,  any  action  by  this  Congress  which  could  be  viewed 
as  diminishing  our  traditional  support  would  send  absolutely  the 
wrong  message.     I  am  confident  that  I  can  count  on  my  many 
friends  on  this  Subcommittee  to  ensure  that  does  not  occur. 

THE  FORMER  SOVIET  UNION 

The  situation  today  in  many  of  the  republics  which  comprise 
the  former  Soviet  Union  is  tenuous  at  best.   I  firmly  believe 
that  an  active  U.  S.  role  in  helping  democracy  take  root  in  that 
region  is  clearly  in  our  own  best  interests.   It  is  likewise 
important  that  our  aid  not  be  concentrated  so  heavily  on  Russia 
that  other  republics,  such  as  the  Ukraine  and  Armenia,  are  not 
encouraged  to  move  forward  in  their  pursuits  of  democracy. 
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At  this  time,  it  is  essential  that  we  impress  upon  the  new 
nations  in  that  region  that  we  continue  to  expect  them,  as 
recipients  of  our  assistance,  to  recognize  certain 
responsibilities  to  the  world  community. 

Earlier  in  my  testimony,  I  made  reference  to  the  rise  of 
ultra-nationalism  and  religious  intolerance  in  many  of  these 
states.   Just  as  we  pressed  the  former  Soviet  Union  to  respect 
human  rights  and  religious  liberties,  we  should  have  the  same 
expectations  of  the  new  governments  that  are  in  place  today.   At 
this  formative  stage,  it  would  be  a  serious  error  to  create  any 
impression  that  these  are  no  longer  priority  concerns. 

Also,  I  am  sure  all  of  you  are  aware  of  the  proposed  $800 
million  sale  by  Russia  to  Iran  of  nuclear  technology.   In  light 
of  the  fact  that  Iran  just  last  month  indicated  that  it  opposes 
making  the  Nuclear  Non-Proliferation  Treaty  permanent  and  that 
high  ranking  Iranian  officials  have  called  for  Iran  and  its 
Muslim  partners  to  build  an  "Islamic  bomb,"   this  proposed  sale 
by  Russia  must  be  stopped.   I  would  encourage  the  Subcommittee  to 
use  this  legislation  as  an  opportunity  to  send  a  very  clear 
message  to  Russia  in  that  regard. 

IRELAND 

The  Administration  has  made  remarkable  strides  in  the 
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pursuit  of  a  lasting  peace  in  Northern  Ireland.   Talks  are 
happening  today  that  just  months  ago  seemed  impossible.   There  is 
real  promise  that  peace  can  indeed  be  a  reality,  bringing  an  end 
to  years  of  tragedy.   As  we  pursue  that  peace,  our  focus  should 
and  must  be  on  strengthening  the  economy  and  the  opportunities 
that  offers  both  for  greater  equality  in  Northern  Ireland  and  for 
closer  business  ties  between  the  United  States  and  Ireland. 

With  regard  to  greater  equality,  the  facts  of  employment  in 
Northern  Ireland  make  very  clear  the  disparity  that  exists  today: 
in  1993,  Catholics  in  Northern  Ireland  were  twice  as  likely  to  be 
unemployed  as  Protestants.   There  is  one  step  we  can  take  as  a 
nation  to  push  real  change  in  that  regard.   We  should  insist  on 
implementation  of  the  MacBride  Principles  in  connection  with  U. 
S.  investments  in  Northern  Ireland.   Furthermore,  as  projects  to 
be  assisted  by  the  International  Fund  for  Ireland  are  decided 
upon  we  should  focus  on  those  that  hold  the  greatest  job  creation 
potential  and  which  can  help  bring  about  true  equal  opportunity 
for  the  Irish  people. 

GREECE  AND  TURKEY 

Traditionally,  we  have  maintained  a  lO-to-7  ratio  between 
military  aid  to  Turkey  and  Greece.   That  ratio  should  be 
preserved  in  that  it  allows  our  allies  in  Greece  to  maintain 
adequate  defensive  capabilities  to  counter  Turkish  military 
strength.   Given  the  tragic  human  rights  record  of  the  Turkish 
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government  and  its  continued  occupation  of  the  island  of  Cyprus, 
I  would  argue  that  —  in  this  era  of  fiscal  constraints  —  our 
level  of  aid  to  Turkey  should  and  could  be  reduced.   Furthermore, 
in  the  interest  of  preserving  balance  in  our  treatment  of  these 
two  nations,  we  should  provide  aid  in  the  same  form  to  both 
nations.   Today,  that  assistance  is  in  the  form  of  loans,  and 
given  our  budgetary  situation,  that  should  continue. 

Finally,  previous  foreign  aid  bills  have  included  a  specific 
earmark  for  economic  assistance  to  Cyprus.   Given  the  continued 
Turkish  occupation  and  the  immense  challenges  facing  Cyprus, 
maintaining  that  earmark  at  the  current  level  is  entirely  prudent 
and  appropriate. 

EAST  TIMOR 

In  1992,  our  foreign  aid  appropriations  bill  terminated  IMET 
assistance  to  the  Indonesian  government  as  a  means  of  pressing 
for  an  end  to  the  massive  human  rights  abuses  inflicted  by  that 
government  on  the  people  of  East  Timor.   It  is  critically 
important  that  this  ban  on  IMET  assistance  be  continued 
notwithstanding  recent  talks  in  Jakarta  between  Indonesian 
officials  and  Vice  Chairman  of  the  Joint  Chiefs  of  Staff  Owens 
and  statements  by  Winston  Lord  in  support  of  lifting  the  IMET 
ban. 

Let  me  be  perfectly  clear:   the  situation  in  East  Timor  has 
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not  improved.   In  fact,  over  the  last  several  months,  arrests  and 
killings  —  both  by  uniformed  soldiers  and  para-military  forces  - 
-  in  East  Timor  have  escalated.   Those  who  advocate  removing  the 
ban  cite  a  desire  to  strengthen  ties  with  the  Indonesian 
military.   In  all  candor,  given  the  Indonesian  military's  abysmal 
record  in  East  Timor,  those  are  ties  that  do  not  deserve 
strengthening.   Others  argue  that  our  assistance  will  bolster  the 
Indonesian  economy  and  thereby  lessen  the  human  rights  abuses  in  . 
East  Timor.   Let  me  remind  the  Subcommittee,  that  we  are  talking 
about  military  training  here,  not  economic  development.   I  urge 
you  not  to  be  deceived  by  that  fallacious  argument. 

The  ban  on  IMET  assistance  most  definitely  should  be 
maintained. 

INTERNATIONAL  FAMILY  PLANNING  ASSISTANCE 

For  the  current  fiscal  year,  we  appropriated  $605  million 
for  various  population  programs  under  this  bill.   $24  million  of 
that  was  targeted  for  rescission  in  the  bill  that  passed  the 
House  earlier  this  year.   I  regret  that  rescission.   Given  the 
importance  of  addressing  the  exponential  growth  of  population  in 
the  developing  world  so  that  real  progress  can  be  made  in 
improving  standards  of  living  and  protecting  natural  resources, 
that  cut  was,  in  my  view,  counterproductive. 

The  Administration's  budget  seeks  $635  million  for  these 
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programs  in  the  upcoming  fiscal  year.   That  increase  is  a  prudent 
request  —  a  cost-effective  one.   By  helping  these  nations  bring 
under  control  the  tremendous  population  growth  that  they  are  now 
experiencing  is  critical  to  their  ability  to  move  their  economies 
forward  and  to  meet  the  basic  needs  of  their  people.   Failure  to 
come  to  grips  with  this  problem  leaves  those  nations  swimming 
upstream  with  little  hope  of  real  success. 

I  also  urge  this  Subcommittee  to  resist  any  move  to  impose 
unrealistic  limitations  —  such  as  those  in  the  Reagan-era  Mexico 
City  policy  —  on  our  international  population  programs. 
Restrictions  of  that  sort  do  one  thing  and  one  thing  only  —  they 
diminish  the  effectiveness  of  our  limited  resources  in  responding 
to  this  critical  need.   In  a  time  like  this,  when  we  are  trying 
to  address  many  problems  with  limited  resources,  such  limitations 
should  not  be  imposed. 


In  closing,  I  want  to  thank  my  friends  on  this  Subcommittee 
again  for  taking  the  time  to  consider  these  matters.   This 
Subcommittee  has  a  history  of  doing  the  right  thing  in  each  of 
these  areas,  and  I  am  confident  you  will  continue  that  tradition. 
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Mr.  Callahan.  Congresswoman  Tony  Hall? 
[No  response.] 
Maria  Otero? 

Ms.  Otero.  This  will  not  count  against  my  time. 
Mr.  Callahan.  No,  it  will  not  count  against  your  time. 
Ms.  Otero.  I  will  wait  until  all  the  sand  gets  back  in  its  place, 
Mr.  Chairman. 
Mr.  Callahan.  Okay. 


Thursday,  March  30,  1995. 
INTER-AMERICAN  FOUNDATION 

WITNESS 

MARIA     OTERO,     EXECUTIVE     VICE     PRESIDENT,     ACCION     INTER- 
NATIONAL 

Ms.  Otero.  Mr.  Chairman,  I  do  want  to  thank  you  for  allowing 
me  to  testify  before  this  distinguished  committee. 

My  name  is  Maria  Otero.  I  am  the  Executive  Vice  President  of 
ACCION  International,  which  is  a  non-governmental  organization 
that  works  with  microenterprise  development  in  Latin  America. 
But  I  am  here  in  my  capacity  as  Chair  of  the  Board  of  the  Inter- 
American  Foundation,  which  is  the  organization  that  I  would  like 
to  talk  to  you  about  today. 

I  have  submitted  my  testimony  for  the  record,  and  what  I  will 
do  now  is  really  summarize  it. 

Briefly,  the  Inter-American  Foundation,  as  you  know,  is  a  unique 
independent  executive  agency  established  by  Congress  in  1969  to 
promote  private  sector  self-help  grass  roots  development.  The  foun- 
dation is  governed  by  a  non-compensated  bor.rd  of  9  directors  who 
are  comprised  of  leaders  in  the  public  and  p  ivate  sector.  As  I  said, 
I  am  proud  to  serve  as  the  Chair  of  that  board. 

Now,  Congress  provided  the  foundation  with  a  mandate  to  be  in- 
novative and  to  offer  support  directly  to  private  sector  organiza- 
tions which  help  the  poor  solve  their  problems  in  Latin  America 
and  the  Caribbean.  It  is  by  supporting  these  organizations  and  by 
enhancing  the  productive  activities  of  poor  people  that  the  founda- 
tion promotes  democracy. 

It  helps  integrate  poor  people  into  the  mainstream  society  and 
economy.  It  promotes  political  stability  by  increasing  the  income 
opportunities  and  employment  of  people  that  otherwise  would  not 
have  that.  And  it  promotes  free  enterprise  by  bringing  people  into 
the  market  economy,  which  in  turn  benefits,  as  you  know,  Mr. 
Chairman,  U.S.  trade  and  U.S.  national  interests. 

The  foundation  does  this  in  the  following  ways,  very  briefly:  The 
foundation  channels  funds  directly  to  private  sector  organizations, 
not  to  governments.  The  foundation  also  supports  the  entre- 
preneurial spirit  of  people.  It  makes  grants  that  average  $70,000 
to  organizations  that  have  strong  leadership,  who  have  proven 
track  records  and  that  themselves  are  able  to  invest  their  own  re- 
sources in  this  effort. 

The  Inter-American  Foundation  through  its  grantees  has  raised 
$1.30  for  every  dollar  that  the  foundation  has  invested.  Finally,  the 
foundation  increases  employment  and  enables  the  poor  to  create 
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their  own  opportunities  for  employment.  The  poor  are  able  to  ac- 
quire skills,  to  accumulate  capital,  to  have  access  to  credit,  all  of 
which  opens  the  way  for  their  participation  in  the  economy. 

I  think  it  is  important,  Mr.  Chairman,  to  underscore  that  the 
foundation  does  not  work  through  governments.  It  avoids  the  red 
tape  and  the  bureaucratic  problems  that  often  occur  in  govern- 
ment-to-government problems.  Instead,  it  funds  programs  quickly 
and  it  funds  them  on  the  merits  and  their  potential  to  achieve 
goals,  and  it  provides  close  monitoring  and  auditing,  it  provides  the 
financial  accountability  controls  that  are  necessary  where  you  are 
using  taxpayers'  money. 

Mr.  Chairman,  this  is  the  type  of  program  that  you  and  the 
members  of  this  distinguished  committee  can  be  proud  to  support. 
The  foundation,  Mr.  Chairman,  is  currently  mobilizing  local  and 
private  resources  in  the  different  countries  in  which  it  works  for 
the  work  that  it  does.  It  is  working  with  international  private  do- 
nors and  multilateral  banks  to  leverage  additional  resources. 

The  importance  of  this  initiative  is  very  important,  because  it  is 
designed  to  lessen  U.S.  foreign  assistance  to  these  countries.  It 
places  the  responsibility  on  local  corporations,  on  the  public,  on  the 
private  sector  of  these  countries  to  assume  a  role  in  the  develop- 
ment of  their  own  countries.  What  it  does  is  it  uses  its  small 
amounts  of  money  to  leverage  this  kind  of  input  from  local  soilrces. 

The  Inter-American  Foundation  is  able  to  do  this  because  of  its 
status  as  an  independent  government  agency.  This  gives  the  foun- 
dation the  credibility  that  it  needs  in  order  to  be  able  to  do  this 
kind  of  work. 

In  sum,  Mr.  Chairman,  the  foundation  uses  a  very  powerful  con- 
cept. The  poor  have  self-initiative  and  they  do  need  handouts.  If 
they  are  given  closely  monitored  money  and  they  are  put  in  their 
hands,  they  can  help  us  enhance  the  very  values  that  we  embrace 
in  this  country,  the  fostering  of  stable  political  environment,  the 
growing  of  market  economies,  and  the  expansion  of  markets  for 
U.S.  free  trade. 

So  it  is  with  these  ideas  that  I  point  out  that  the  mandate  of  the 
foundation  that  is  set  on  these  values  is  something  that  I  think 
needs  to  be  endorsed  by  this  committee.  It  is  the  approach  to  devel- 
opment of  the  foundation  that  has  served  the  interests  of  the  Unit- 
ed States  and  that  holds  enormous  potential  in  the  future  by 
strengthening  the  export  markets  and  by  contributing  to  the  social 
and  political  stability  throughout  the  Western  Hemisphere. 

It  is  because  of  the  foundation's  success  at  blending  the  U.S.  in- 
terests and  hemisphere  interests  in  general  that  I  am  so  honored 
to  volunteer  my  time  and  to  serve  as  Chair  of  the  board  of  this 
foundation. 

Mr.  Chairman,  it  is  with  your  strong  support  that  I  remain  en- 
thusiastic about  the  program's  continued  expansion  and  the  success 
that  it  embarks  on  and  the  new  initiatives  that  it  is  undertaking. 
I  urge  this  committee  to  consider  the  importance  of  the  independ- 
ence of  this  organization  as  a  government  agency  so  that  it  can 
continue  to  pursue  its  goals. 

Thank  you,  Mr.  Chairman. 

[The  information  follows:] 
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Mr.  Chairman,  I  am  honored  to  testify  before  this  distinguished 
Committee  regarding  the  work  of  the  Inter-American  Foundation 
("Foundation")  .   Thank  you  for  the  opportunity  to  do  so. 

My  name  is  Maria  Otero.  I  am  the  Executive  Vice  President  of 
ACCION  International,  a  nongovernmental  organization  which  promotes 
microenterprise  development  in  Latin  America,  the  Caribbean,  and 
the  U.S..  Microenterprise  represents  the  business  activity  of  the 
poor  who  survive  and  maintain  their  families  on  the  earnings  of 
their  tiny  businesses.  ACCION  International,  for  whom  I  have 
worked  for  the  past  eight  years,  provides  access  to  credit  and 
training  to  the  hundreds  of  thousands  of  self-employed  poor  who 
cannot  obtain  commercial  bank  loans.  ACCION  International  is  based 
on  a  philosophy  that  assistance  towards  sustainable  growth,  and  not 
welfare,  is  the  key  to  long-term  development. 

Today,  I  would  like  to  speak  about  the  Inter-American  Foundation, 
a  novel  independent  government  agency,  which  pursues  similar 
objectives  to  those  of  ACCION  International  and  is  an  agency  which, 
Mr.  Chairman,  I  believe  to  be  in  the  vital  interest  of  the  United 
States. 

I  know  the  Foundation's  program  well,  as  I  began  my  professional 
career  as  an  intern  at  the  Foundation  nearly  20  years  ago.  Indeed, 
what  I  learned  during  my  three  years  at  the  Foundation  became  the 
underpinnings  of  my  work  experience  and  a  source  of  the  values  that 
have  guided  me  professionally. 
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Succinctly,  the  Inter-Aroerican  Foundation  is  a  unique,  independent 
executive  agency  established  by  Congress  in  1969  to  promote  private 
sector,  self-help,  grassroots  development.  The  Foundation  is 
governed  by  a  non-compensated,  bipartisan  board  of  directors, 
comprised  of  leaders  from  both  the  public  and  private  sectors.  I 
am  very  proud  to  serve  as  the  Chair  of  this  Board  of  Directors. 

Congress  provided  the  Foundation  with  a  mandate  to  be  innovative 
and  to  offer  support  directly  to  private  sector  organizations  which 
help  the  poor  solve  their  own  problems.  The  Foundation  does  this 
by  supporting  productive  projects.  In  fact,  in  fiscal  year  1994, 
83%  of  Foundation  grants  supported  productive  activities.  The 
remaining  17%  provided  complementary  health,  housing,  education, 
and  other  services.  By  its  support  of  these  organizations  and 
their  productive  activities,  the  Foundation  promotes  democracy, 
political  stability,  and  free  enterprise,  which,  in  turn,  benefit 
U.S.  trade  and  national  interests.  It  does  so  in  the  following 
ways: 

•  The  Foundation  effectively  channels  funds  to  the  private 
sector,  not  governments.  The  Foundation  makes  small  grants  to 
vibrant  private  sector  organizations.  Grants  are  closely 
monitored  and  audited,  ensuring  financial  accountability  and 
enhanced  project  quality. 

•  The  Foundation  supports  the  entrepreneurial  spirit.  The 
Foundation  makes  grants  to  private  sector  organizations  with 
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strong  leadership,  a  proven  track  record,  and  innovative 
ideas,  which  invest  and  risk  their  own  local  resources.  As  in 
the  case  of  ACCION  International,  the  Foundation  places 
paramount  emphasis  on  self-help  and  the  economic  self- 
sufficiency  of  its  grantees.  Historically,  Foundation 
grantees  have  raised  $1.30  in  counterpart  funds  for  every 
$1.00  invested  by  the  Foundation. 

•  Foundation  projects  achieve  broader  impact  through  a 
multiplier  effect.  Small  projects  supported  by  the  Foundation 
demonstrate  successful  approaches  which  are  adopted  and 
expanded  by  local  institutions  and  larger  bilateral  and 
multilateral  organizations. 

•  Foundation  grants  help  increase  employment  opportunities  for 
the  poor  as  well  as  support  entrepreneurship.  Projects 
supported  by  the  Foundation  create  opportunities  for  the  poor 
to  acquire  skills  and  accumulate  capital,  opening  the  way  for 
their  participation  in  the  mainstream  economy. 

These  basic  propositions  are  as  relevant  today  as  they  were  20 
years  ago  when  I  served  at  the  Foundation  as  an  intern. 

I  think  it  is  also  important  to  stress,  Mr.  Chairman,  that  as  an 
independent  executive  agency,  the  Foundation  does  not  channel  its 
resources  through  governments,  and  thus  avoids  much  of  the  red  tape 
and  bureaucratic  inefficiency  which  are  inherent  in  government-to- 
government  programs  and  of  concern  to  you  and  the  Members  of  this 
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distinguished  Committee.  Rather,  the  Foundation  responds  quickly 
to  private  sector  grassroots  development  initiatives  based  solely 
on  their  merit  and  potential  to  achieve  the  goals  set  by  people 
themselves.  The  Foundation  can,  therefore,  support  innovative  new 
ideas  and  terminate  unworkable  projects  based  exclusively  on 
programmatic  results.  These  factors  distinguish  the  Foundation 
from  government-to-government  development  programs  and  agencies. 

In  sum,  Mr.  Chairman,  the  Foundation's  program  enhances  political 
stability  and  promotes  free  enterprise,  food  production,  and 
agricultural  activities  throughout  the  Western  Hemisphere,  and  does 
so  by  working  by,  for,  and  through  people,  not  governments. 
Clearly,  Mr.  Chairman,  this  is  the  type  of  program  which  you  and 
the  Members  of  this  distinguished  Committee  can  be  proud  to 
support . 

Today,  drawing  on  25  years  of  sustainable  self-help  development 
experience,  the  Foundation  is  devoting  more  resources  to  several 
new  initiatives: 

•  Transferring  the  Foundation's  successful  methodology  to  local 
private  and  public  institutions  and  to  larger  donor  agencies 
interested  in  promoting  sustainable  grassroots  development. 
Through  this  initiative,  larger  institutions  will  be  able  to 
extract  from  the  Foundation  models  of  development  which  have 
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a  proven  track  record,  and  apply  these  to  larger  sustainable 
development  investments . 

•  Scaling  up  programs  by  combining  new  resources  with  the 
Foundation's  grant  technology  to  ensure  that  the  poor  have  an 
opportunity  for  upward  mobility.  These  programs  create  jobs, 
increase  skills,  enhance  productive  capacities,  expand  access 
to  capital,  and  facilitate  the  participation  of  poor  families 
in  new  markets.  This  is  clearly,  Mr.  Chairman,  in  our 
national  interest  and  will  enable  U.S.  industry  to  capitalize 
on  new  markets  throughout  Latin  American  and  the  Caribbean. 
And  last,  but  certainly  not  the  least: 

•  Leveraging  new  resources  for  sustainable  development  from 
local  corporations,  banks,  philanthropic  organizations,  public 
institutions,  and  other  international  organizations,  thereby 
lessening  dependence  on  U.S.  foreign  assistance. 

This  last  initiative  is  designed  to  build  local  capacity  by  funding 
and  working  closely  with  sophisticated  private  sector  local 
organizations  which  are  dedicated  to  improving  the  conditions  of 
the  poor.  Increasingly,  the  Foundation  is  mobilizing  local  private 
and  public  sector  resources  to  support  local  self-help  development 
initiatives.  The  Foundation  is  also  working  with  international 
private  sector  donors  and  multilateral  banks  to  leverage  additional 
resources.  Over  the  next  five  years,  the  Foundation  projects  that, 
if  its  grant  budget  remains  at  approximately  $30  million  annually, 
totalling  $150  million  over  a  five-year  period,  an  additional  $255 
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million  can  be  leveraged.  Mr,  Chairman,  the  importance  of  this 
initiative  must  be  underscored,  since  it  is  designed  to  achieve 
goals  in  our  national  interest  while  lessening  dependence  on  U.S. 
foreign  assistance.  It  is  clear  that  this  initiative  to  leverage 
local  resources  is  on  the  road  to  success  only  by  virtue  of  the 
Foundation's  status  as  an  independent  government  agency.  This 
independence  gives  the  Foundation  credibility  among  the  private  and 
public  sectors  of  Latin  America  and  the  Caribbean. 

I  am  pleased  to  report  that  the  Foundation  has  already,  after  a 
short  period,  demonstrated  that  all  these  novel  initiatives  hold 
great  promise,  as  the  following  categories  and  specific  examples 
illustrate: 

Credit /Job  Creation.  With  a  Foundation  grant  of  $265,000,  the 
Cooperativa  Microempresarial  "Emprender"  leveraged  additional 
public  and  private  sector  financing  to  award  200,000  loans, 
totalling  $27  million,  to  55  microenterprises  in  Colombia.  By 
promoting  microenterprise,  the  Foundation  enhances  business 
development  and  economic  activity  at  the  grassroots,  thus  promoting 
a  better  climate  for  U.S.  investment  and  exports. 

Increasing  Incomes.  With  a  Foundation  grant  of  $260,000, 
ASPECAGUA,  a  Guatemalan  association  of  2,200  small-scale  farmers, 
marketed  400,000  pounds  of  coffee,  increasing  members'  income  by 
20%.    This  is  another  of  many  examples  which  illustrate  the 
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potential  for  higher  per  capita  incomes  at  the  grassroots,  which 
will  create  a  new  consumer  class  in  the  region. 

Leveraging  Local  Resources.  Since  1992,  the  Foundation  has  carried 
out  most  of  its  grantmaking  in  Venezuela  through  a  joint  venture 
with  the  Venezuelan  Petroleum  Company  (PDVSA) .  A  three-year 
Foundation  investment  of  $1.5  million  has  been  matched  by  $1.7 
million  from  PDVSA  and  its  affiliates  to  support  50  community 
projects  benefiting  thousands  of  low-income  producers.  Again,  Mr. 
Chairman,  this  significant  agreement  illustrates  the  uniqueness  of 
the  Foundation  as  a  governmental  agency  with  a  private  sector 
focus.  The  Foundation's  independence  enables  it  to  tap  the  best 
elements  of  the  public  and  private  sectors. 

Promoting  Free  Markets.  In  Mexico,  the  Foundation  helped  small- 
scale  farmers  to  export  6,000  tons  of  coffee  in  1994  and  secure  new 
markets  under  their  own  brand  name,  "Aztec  Harvests",  with  Ben  and 
Jerry's  ice  cream  and  United  Airlines.  These  collaborative 
ventures  demonstrate  the  appeal  of  the  Foundation  as  it  seeks  to 
improve  living  conditions  in  this  hemisphere. 

Mobilizing  International  Resources.  Consortia  for  Grassroots 
Development  in  both  the  Andean  region  and  in  Mexico  are  in  the 
process  of  being  established  to  mobilize  and  leverage  resources  for 
small-scale  projects.  Led  by  the  Foundation,  the  Andean  Consortium 
is  negotiating  with  PDVSA  and  both  Consortia  are  negotiating  with 
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the  Inter-American  Development  Bank's  Multilateral  Investment  Fund 
for  over  $30  million  to  support  projects  in  the  Andean  region, 
rural  Mexico,  and  along  the  U.S. -Mexico  border.  This  initiative 
reflects  the  Foundation's  innovative  and  flexible  approach  to 
development,  which  enables  it  to  form  development  models  which 
lessen  dependence  on  U.S.  foreign  assistance. 

Mr.  Chairman,  as  I  reread  the  1969  Act  of  Congress  that  created  the 
Inter-American  Foundation,  I  was  reminded  that  Congress  wisely 
recognized  that  an  institution  like  the  Foundation  was  necessary  to 
ensure  that  the  U.S.  Government  would  directly  support  the  self- 
help  efforts  of  the  poor  in  Latin  America  and  the  Caribbean.  It 
also  possessed  the  wisdom  to  recognize  that  such  assistance  must  be 
non-partisan  and  free  from  the  ebbs  and  flows  of  short-term  foreign 
policy.  These  considerations  have  served  the  United  States  well 
from  the  beginning,  and  they  remain  paramount  today. 

The  Foundation's  mandate  is  based  on  a  set  of  American  values  about 
what  development  is  and  how  it  should  take  place.  These  values 
endorse  self-reliance  and  reject  welfare-oriented  approaches;  they 
call  for  experimentation,  innovation,  and  entrepreneurship;  they 
reject  big  government  and  bureaucracy  in  favor  of  community  and 
local  development;  and,  most  importantly,  they  affirm  the  wisdom  of 
the  American  spirit  of  unleashing  the  human  potential. 
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The  Foundation's  approach  to  development  has  served  the  United 
States'  interests  and  holds  enormous  potential  for  the  United 
States  in  the  future  by  strengthening  export  markets  and 
contributing  to  social  and  political  stability  throughout  the 
Western  Hemisphere.  It  is  because  of  its  success  at  blending  U.S. 
and  Hemispheric  interests  that  I  was  so  honored  to  volunteer  my 
time  and  efforts  when  the  President  of  the  United  States  asked  me 
to  serve  as  Chair  of  the  Inter-American  Foundation.  I  remain 
enthusiastic  about  the  program's  continued  expansion  and  success  as 
it  embarks  on  new,  exciting  initiatives  of  such  vital  importance  to 
the  United  States.  Full  support  for  the  Foundation's  FY  1996 
budget  request  will  enable  the  Foundation  to  realize  our  common 
goal  of  establishing  true  Hemispheric  partnerships  and  lessening 
dependence  on  U.S.  foreign  assistance.  Mr.  Chairman,  I  would  be 
delighted  to  answer  any  questions  that  you  and  the  Members  of  this 
distinguished  Committee  might  have  for  me. 

Thank  you. 
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Mr.  Callahan.  Thank  you  very  much  for  your  contributions.  The 
voluntary  natureof  it  is  very  impressive. 

Do  you  have  some  questions,  Mr.  Pallone? 

Mr.  Pallone.  I  have  one  question,  Mr.  Chairman,  and  I  ask 
unanimous  consent  to  submit  the  others  in  writing. 

Mr.  Callahan.  It  is  so  ordered. 

Mr.  Pallone.  Ms.  Otero,  thank  you  for  your  very  good  state- 
ment. 

Would  you  please  explain  more  fully  the  approach  of  leveraging 
and  what  is  accomplished  and  its  significance? 

Ms.  Otero.  As  you  know.  Congressman,  the  foundation  has  lim- 
ited resources,  and  the  way  that  it  uses  them  is  by  being  able  to 
collaborate  with  local  private  organizations,  corporations,  for  exam- 
ple, the  Venezuelan  Petroleum  Company  as  an  example,  and  the 
foundation  will  put  down  part  of  its  money  and  leverage  additional 
resources  from  those  local  sources  of  money  in  order  to  then  estab- 
lish a  way  in  which  grass  roots  development  could  take  place. 

So  the  foundation  sees  itself  as  a  start-up,  if  you  will,  or  as  an 
initial  seed  capital  that  will  then  generate  money  locally  and  en- 
able the  use  of  foreign  assistance  in  a  way  that  can  actually  have 
a  multiplying  effect. 

Mr.  Pallone.  What  ratio?  Is  there  a  set  ratio? 

Ms.  Otero.  We  do  not  have  a  set  ratio.  Congressman,  but  I  think 
right  now  the  foundation  in  many  of  its  programs  is  generating  it 
at  l-to-3. 

Mr.  Pallone.  Thank  you,  Mr.  Chairman.  I  yield  back  my  time. 

Mr.  Callahan.  Thank  you  very  much.  The  balance  of  your  ques- 
tions will  be  submitted  in  the  record. 

Thank  you  very  much.  We  appreciate  it. 

Ms.  Otero.  Thank  you. 

Mr.  Callahan.  Frank,  this  is  the  5-minute  glass. 

Mr.  Pallone.  I  will  not  even  be  5  minutes.  Shall  I  turn  it  over 
to  make  sure? 

Mr.  Pallone.  Do  whatever  you  like.  I  have  a  full  statement,  if 
I  could  submit  it  for  the  record. 

Mr.  Callahan.  Certainly. 


Thursday,  March  30,  1995. 
EASTERN  AND  CENTRAL  EUROPE 

WITNESS 

HON.  FRANK  PALLONE,  JR.,  A  REPRESENTATIVE  IN  CONGRESS  FROM 
THE  STATE  OF  NEW  JERSEY 

Mr.  Pallone.  I  would  just  like  to  summarize  it,  if  I  could. 

I  wanted  to  talk  about  Eastern  and  Central  Europe,  particularly 
Armenia  and  also  India  and  Israel  very  briefly.  I  guess  I  could 
start  out  by  saying  that  I  believe  very  strongly  that  American  in- 
vestment abroad  in  terms  of  foreign  assistance  or  even  private  in- 
vestment certainly  make  sense.  It  does  a  lot  to  promote  our  U.S. 
security  interests,  as  well  as  to  bring  about  a  global  economy.  So 
I  am  an  advocate  that  we  need  to  invest  in  foreign  aid  and  we  need 
to  make  some  commitments. 
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As  far  as  Eastern  and  Central  Europe  are  concerned,  the  main 
thing  I  want  to  stress  is  that  we  not  lapse  into  what  I  call  a  "Rus- 
sia first"  philosophy,  in  other  words,  in  terms  of  foreign  assistance 
that  we  look  at  different  countries  in  Eastern  and  Central  Europe 
on  their  own  to  see  what  kind  of  economic  reforms  or  progress  they 
are  making,  what  they  are  doing  on  human  rights  and  that  type 
of  thing. 

I  happen  to  represent  a  lot  of  descendants,  if  you  will,  of  people 
who  come  from  a  lot  of  the  former  Soviet  bloc  countries,  if  you  will. 

The  one  thing  I  want  to  stress  among  those  countries  is  Armenia. 
We  have  now  an  Armenia  Caucus  which  I  chair  along  with  Con- 
gressman Porter,  who  I  guess  is  a  member  of  this  subcommittee. 
We  feel  that  Armenia  is  a  country  that  is  really  in  that  second 
phase  of  economic  reform,  if  you  will,  in  other  words,  really  making 
a  lot  of  progress.  As  you  know,  they  face  some  threats  in  terms  of 
what  is  happening  with  Azerbaijan  and  also  Turkey  in  terms  of  an 
economic  blockade. 

So  one  of  the  things  that  we  are  asking  for  is  that  the  sub- 
committee provide  an  additional  $75  million  in  aid  to  Armenia  be- 
cause of  its  imports  and  because  of  the  blockade,  because  of  the 
problems  they  are  having  in  that  regard.  This  is  over  and  above 
what  the  administration  or  what  the  budget  already  calls  for. 

The  other  thing  I  wanted  to  mention  in  that  regard,  again  be- 
cause of  the  blockade,  is  this  idea  that  countries  should  not  receive 
assistance  from  the  United  States  if  they  are  involved  with  block- 
ades or  preventing  humanitarian  aid,  if  you  will,  coming  into  coun- 
tries that  are  supporters,  as  well.  So  I  would  urge  that  you  con- 
tinue under  section  907  of  the  Freedom  Support  Act,  which  pro- 
hibits the  Azerbaijan  government  from  getting  direct  assistance. 

Also,  if  the  subcommittee  could  support  new  legislation,  the  Hu- 
manitarian Aid  Corridor  Act,  which  basically  restricts  delivery,  if 
you  will,  assistance  to  countries  like  Turkey  that  are  actually  in 
the  process  of  preventing  humanitarian  aid  going  to  Armenia  or 
similar  type  situations. 

With  regard  to  India,  I  also  happen  to  be  the  chairman  of  a  Cau- 
cus on  India  which  now  has  about  48  members,  and  we  are  very 
excited  about  the  economic  reforms  and  the  trade  and  investments 
now  that  are  going  back  and  forth  between  the  United  States  and 
India. 

So  we  want  what  the  administration  has  proposed  to  continue, 
specifically  the  request  for  $70  million  for  development  assistance 
to  India,  $85  million  requested  for  food  and  agricultural  funding, 
and  there  is  $364,000  requested  for  the  IMET,  military  and  secu- 
rity exchange  program.  I  know  it  has  been  somewhat  controversial 
in  the  past,  but  I  think  that,  given  what  is  going  on  in  India  today 
and  the  economic  reforms  and  progress  being  made,  it  makes  sense 
to  go  along  with  those. 

Lastly,  I  would  urge  support — and  I  am  sure  you  have  heard  this 
from  others — on  the  $3  billion  in  aid  earmarked  for  Israel,  that 
that  continue.  I  do  not  have  to  tell  you  why  I  think  that  is  impor- 
tant. That  aid  I  guess  has  been  pretty  much  constant  since  1986 
or  so.  Even  with  inflation,  of  course,  we  are  not  keeping  up  with 
it,  but  I  think  that  we  need  to  do  it,  continue  it  and  provide  it  early 
certainly  so  that  it  helps  to  stretch  the  value  of  the  aid. 
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Other  than  that,  I  submit  my  testimony.  If  you  have  any  ques- 
tions, I  would  be  happy  to  respond. 
[The  information  follows:] 
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REP.  FRANK  PALLONE,  JR. 

TESTIMONY  BEFORE  THE  SUBCOMMITTEE  ON  FOREIGN  OPERATIONS, 

EXPORT  FINANCING  AND  RELATED  PROGRAMS 

THURSDAY,  MARCH  30,  1995 

Mr.  Chairman,  thank  you  for  giving  me  this  opportunity  to  address  the  Subcommittee 
this  morning  on  several  key  areas  where  I  believe  that  American  investment  can  make  a 
critical  difference  in  promoting  U.S.  security  interests,  open  and  expand  investment 
opportunities  for  our  products  and  services,  honor  our  commitments  to  long-term  allies  and 
promote  our  values  of  democracy,  human  rights  and  free  markets. 

While  I  recognize  that  U.S.  security  and  economic  interests  extend  to  every  comer  of 
the  globe,  there  are  three  particular  regions  that  I  would  like  to  concentrate  on  today: 

*  the  emerging  nations  of  Eastern  and  Central  Europe  that  were  previously  dominated  by 
the  Soviet  Union,  with  particular  concern  for  the  Republic  of  Armenia.  I  would  also  urge 
that  we  continue  to  strongly  support  our  NATO  ally  Greece,  and  do  all  we  can  to  improve 
the  behavior  of  another  NATO  ally,  Turkey,  to  end  that  nation's  blockade  of  Armenia  and 
its  occupation  of  northern  Cyprus; 

*  India,  the  world's  second  most  populous  nation,  largest  democracy  and  a  country 
identified  by  the  U.S.  Commerce  Department  as  a  major  emerging  market; 

*  Israel,  long  a  steadfast  U.S.  ally  and  the  only  functioning  democracy  in  a  turbulent 
region.    I  would  also  support  U.S.  assistance  to  programs  in  the  Middle  East  that  foster 
better  regional  cooperatioir  and  the  peace  process  between  Israel  and  her  neighbors. 


Eastern  and  Central  Europe 

It  is  a  vital  U.S.  interest  that  the  countries  of  Eastern  and  Central  Europe  make  a 
successful  transition  to  democracy  and  the  market  economy.    I  believe  that  the 
Administration's  budget  proposals  do  not  make  a  strong  enough  commitment.    I  urge  the 
Subcommittee  to  consider  providing  increased  funding  for  such  programs  as  the  Freedom 
Support  Act  and  the  Support  for  East  European  Democracy  (SEED)  program. 

As  general  policy  goal,  I  would  urge  that  the  U.S.  not  lapse  into  a  "Russia  first" 
policy  for  3ie  region.    We  should  gear  our  resources  to  more  country-specific  programs  that 
are  based  on  the  needs  of  those  countries.    I  believe  that  foreign  assistance  should  be 
conditioned  and  earmarked  on  the  progress  those  countries  are  making  in  the  areas  of 
democracy,  economic  reform,  protection  of  human  rights.    In  addition,  I  believe  we  should 
withhold  foreign  assistance  from  any  country  which  threatens  the  sovereignty  or  territorial 
integrity  of  another  country  and,  particularly,  any  country  which  blocks  the  delivery  of  U.S. 
humanitarian  assistance  to  another  country. 

Earlier  this  year,  I  joined  with  Mr.  Porter,  a  member  of  this  Subconunittee,  in 
forming  a  Congressional  Caucus  on  Armenian  Issues.    Armenia  has  been  described  by  the 
Administration  as  a  "second  wave"  reform  country,  and  I  believe  this  year  will  prove  to  be 
decisive  in  Armenia's  transition  to  a  market  economy.    Yet  Armenia  faces  challenges  that 
make  the  reform  process  incredibly  difficult.   I  request  that  the  Subcommittee  provide  $75 
million  in  FY  '96  to  support  Armenia's  critical  imports. 
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As  I  indicated  as  a  general  principle,  I  believe  that  countries  that  block  the  delivery 
of  U.S.  humanitarian  assistance  to  other  countries  should  not  themselves  receive  assistance 
from  the  U.S.    Economic  blockades  of  Armenia  have  been  imposed  by  the  neighboring 
countries  of  Turkey  and  Azerbaijan.    The  Government  of  Azerbaijan  is  currently  barred 
from  receiving  U.S.  assistance  under  Section  907  of  the  Freedom  Support  Act,  and  I  fully 
support  maintaining  that  prohibition  until  the  Azeri  government  complies  with  the  conditions 
set  forth.    In  the  case  of  Turkey,  I  would  cite  the  Humanitarian  Aid  Corridor  Act,  which 
would  deny  U.S.  aid  to  those  countries  that  block  the  delivery  of  U.S.  humanitarian 
assistance  to  countries  that  prohibit  or  restrict  the  transport  or  delivery  of  U.S.  humanitarian 
assistance.    I  am  a  co-sponsor  and  strong  supporter  of  this  legislation,  and  I  urge  members 
of  the  Subcommittee  to  support  this  approach. 

Thus,  Mr.  Chairman,  I  would  like  to  associate  my  remarks  with  the  views  expressed 
by  the  Central  and  East  European  Coalition,  whose  membership  includes  a  variety  of 
organizations  representing  Americans  who  trace  their  ancestry  to  the  nations  of  the  former 
Warsaw  Pact  and  the  former  Soviet  Union  and  who  believe  strongly  in  seeing  the  U.S.  play 
the  role  of  partner  with  these  nations.    You  will  be  hearing  testimony  firom  the  Coalition. 

Finally,  Mr.  Chairman,  still  in  the  region  of  Europe,  I  would  like  to  signal  my 
strong  support  for  maintaining  military  aid  to  Greece  to  preserve  the  balance  of  military 
strength  with  Turkey.    This  military  aid  to  Greece  is  particularly  important  while  Turkey 
maintains  its  35,000-inan  occupation  force  in  Cyprus.    In  conjunction  with  this  concern,  I 
support  $15  million  in  humanitarian  assistance  to  Cyprus. 

India 

Mr.  Chairman,  at  the  beginning  of  the  103rd  Congress,  I  founded  the  Congressional 
Caucus  on  India  and  Indian- Americans.    In  the  104th  Congress,  we  have  expanded  the 
Caucus  to  48  members  from  both  parties,  with  a  bipartisan  Executive  Committee.    The  first 
three  months  of  this  year  have  witnessed  visits  to  India  by  three  Cabinet  Secretaries  -- 
Commerce  Secretary  Brown,  Defense  Secretary  Perry  and  Energy  Secretary  O'Leary.    The 
First  Lady  and  Chelsea  Clinton  are  in  India  even  as  we  speak. 

What  is  the  reason  for  all  this  interest  in  India?   I  believe  the  main  reason  is  the 
historic  economic  liberalization  process  undertaken  by  the  Government  of  Prime  Minister 
Rao.    Begun  in  1991,  these  changes  have  shown  true  staying  power  despite  some  electoral 
set-backs  for  the  governing  party.    The  U.S.  corporate  sector  (as  well  as  some  of  our 
competitors  in  Europe  and  Japan)  are  clearly  interested  in  getting  in  on  the  ground  floor. 

I  believe  the  members  of  this  Subcommittee  have  great  support  for  this  economic 
reform  taking  place  in  India,  and  will  look  closely  at  those  export  restrictions  that  do  not 
serve  to  further  U.S.  national  interests  but  only  cause  U.S.  firms  to  lose  out  to  foreign 
competitors.    We  should  also  continue  to  focus  on  those  US  AID  programs  that  have  proven 
to  help  India  mobilize  private  capital  for  its  long-term  development.    We  should  also 
continue  to  target  assistance  to  non-governmental  organizations  in  India,  such  as  those  in  the 
areas  of  literacy  promotion,  disease  eradication  and  family  planning. 

In  brief,  Mr.  Chairman,  with  regard  to  funding  for  India:  I  urge  the  Subcommittee  to 
support  the  Administration's  requests  for  $70,433,000  for  development  assistance  to  India, 
as  well  as  the  $85,853,000  requested  for  PL  480  food  and  agriculture  funding,  and  the 
$364,000  request  for  IMET  to  improve  Indo-U.S.  military  and  security  exchanges. 
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Israel 


Mr.-  Chairman,  I  strongly  urge  support  for  $3  billion  in  aid  earmarked  for  the  State 
of  Israel.    I  also  urge  that  the  funds  be  made  available  to  Israel  as  early  in  the  year  as 
possible.    Foreign  aid  to  Israel  has  remained  constant  since  1986,  while  inflation  and  the 
costs  of  weapons  systems  have  escalated.    Providing  the  aid  early  in  the  year  helped  to 
stretch  the  value  of  the  aid. 

I  would  also  urge  support  for  the  Middle  East  Regional  Cooperative  Program, 
created  after  the  Camp  David  accords  to  foster  regional  cooperation  between  Israel  and  her 
Arab  neighbors  and  which  has  recently  helped  promote  Israeli-Palestinian  cooperation  in 
health,  agriculture  and  other  areas.    I  also  urge  support  for  the  Cooperative  Development 
Research  and  Projects  Program  which  finances  Israeli  science  and  technology  programs  in 
the  developing  world  and  the  former  Soviet  bloc  nations. 

Mr.  Chairman,  aid  to  Israel  has  been  one  of  the  great  cornerstones  of  America's 
foreign  policy  for  nearly  half  a  century,  with  broad  and  deep  bipartisan  support.    Indeed,  the 
peace  process  now  taking  root  in  the  Middle  East  is  in  large  part  due  to  Ainerica's  support 
for  the  region's  only  democracy,  Israel.    We  should  continue  that  commitment. 
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Mr.  Callahan.  Thank  you  very  much.  We  will  certainly  take 
your  views  into  consideration.  You  have  a  lot  of  similar  support 
with  other  members  of  the  committee,  I  might  add.  I  appreciate 
your  coming  today.  We  may  be  calling  on  you,  especially  in  your 
position  as  chairman  of  the  two  caucuses. 

Mr.  Pallone.  Thank  you. 

Mr.  Callahan.  Good  morning,  Mr.  Wilson. 

Mr.  Wilson.  Good  morning,  Mr.  Chairman.  I  am  sorry  I  am  late. 

Mr.  Callahan.  We  hate  to  wake  you  so  early.  We  have  got  a  new 
fashioned  clock  here,  except  we  messed  up.  Frank  did  talk  longer 
that  I  thought. 

Tony,  you  only  have  one  minute  left.  [Laughter.] 

Good  morning,  Tony. 

Mr.  Hall.  Good  morning. 

Mr.  Callahan.  We  will  reverse  it  when  it  runs  out. 


Thursday,  March  30,  1995. 
CHILDREN'S  PROGRAMS 

WITNESS 

HON.  TONY  P.  HALL,  A  REPRESENTATIVE  IN  CONGRESS  FROM  THE 
STATE  OF  OHIO 

Mr.  Hall.  Thank  you,  Mr.  Chairman.  I  am  sorry  I  was  a  little 
bit  late.  I  was  at  a  veterans  meeting. 

Thanks  for  letting  me  be  here.  I  am  here  to  talk  about  what  I 
consider  priorities  within  your  realm  of  responsibility.  I  do  not  call 
for  any  increased  aid  in  foreign  aid,  but  I  do  in  certain  areas  call 
for  increased  aid.  So  I  would  not  increase  the  overall  budget.  I 
would  just  increase  the  areas  of  UNICEF,  Vitamin  A 
micronutrients,  basic  education,  child  survival  activities  and  those 
kinds  of  programs. 

I  have  it  spelled  out  in  my  statement.  I  am  not  going  to  read  it. 
I  just  want  to  say  that  I  spend  a  lot  of  time  on  this  issue,  both  do- 
mestic and  international.  I  travel  to  many  countries  of  the  world, 
and  when  I  travel  I  mostly  go,  about  99  percent  of  the  time,  to  poor 
nations  where  our  aid  is  being  used,  and  I  have  seen  it  used  in 
many,  many  different  ways. 

We  give  a  lot  of  our  aid,  most  of  it  through  nonprofit  organiza- 
tions, and  it  works.  They  have  low  overhead,  are  nonpartisan,  and 
they  deliver  it  very  well.  I  have  seen  so  much  of  our  aid  being  de- 
livered in  so  many  countries  of  the  world  in  such  a  good  way,  I  am 
very  proud  of  the  way  it  has  been  done. 

Foreign  aid  is  very  interesting.  There  have  been  several  polls  on 
it.  As  you  know,  if  you  do  a  questionnaire  in  your  district,  you  ask 
people  what  do  they  feel  about  foreign  aid,  and  they  do  not  like  it. 
If  you  do  another  poll,  of  which  there  have  been  many  polls,  and 
say  what  do  they  think  about  humanitarian  aid,  they  like  it. 

In  the  Washington  Times,  this  is  an  article  about  a  poll  that  was 
done.  It  says,  "Most  Americans  are  frustrated  with  the  performance 
of  foreign  aid  programs,  but  still  overwhelmingly  favor  helping  the 
world's  poor  nations,  according  to  a  study  released  yesterday. 
Eighty  percent  of  Americans  surveyed  in  the  study  said  the  United 
States  should  be  willing  to  share  a  small  portion  of  its  wealth  with 
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the  world's  neediest  nations.  The  view  spread  across  party  hnes 
with  78  percent  of  RepubHcans  polled  also  backing  such  aid.  The 
widest  support  for  increase  and  maintaining  programs  were  in 
areas  of  child  survival,  Peace  Corps,  humanitarian  relief,  environ- 
mental aid,  assistance  to  poor  countries  and  family  planning." 

There  are  three  types  of  aid,  in  my  opinion.  There  is  humani- 
tarian aid,  and  that  is  good  aid.  It  works.  There  is  the  political  aid 
that  we  get  caught  up  with  allies.  We  have  allies  and  we  must  sup- 
port them.  Then  there  is  bad  aid,  and  you  probably  know  where 
some  of  the  bad  aid  is.  It  is  political  sometimes,  it  goes  to  corrupt 
regimes,  it  goes  to  countries  that  should  not  get  it.  There  is  just 
no  way  that  they  should  be  able  to  get  it. 

But  the  fact  is  the  aid  that  I  am  talking  about  is  such  a  small 
portion  of  what  we  are  all  about,  somewhere  between  $2  billion  and 
$4  billion.  Actually,  the  portion  that  I  am  talking  about  is  $2  bil- 
lion. Foreign  aid  is  less  than  1  percent,  and  the  programs  I  am 
talking  about  are  probably  one-fourth  of  one  percent.  It  is  the  best 
aid  we  have. 

Five  years  ago  when  I  testified  before  this  committee,  we  needed 
this  money  to  bring  down  the  tremendous  numbers  of  kids  that 
were  dying,  5,000,000  a  year.  The  next  year,  I  came  to  testify,  or 
the  next  year  and  a  half,  and  it  went  down  to  4,000,000,  then 
3,000,000,  and  now  it  is  down  to  2,000,000.  This  aid  works.  It  saves 
lives. 

What  I  am  saying  is  let  us  not  stop  this  aid,  but  say  that  this 
is  a  priority.  This  is  good  aid,  according  to  everybody.  Republicans, 
Democrats,  no  matter  what.  There  is  plenty  of  aid  in  there  to  shift 
around  and  cut,  but  do  not  cut  this  aid.  This  stuff  works  and  it 
saves  lives. 

In  this  poll,  it  says  Republicans  and  Democrats  say  it  is  a  moral 
responsibility,  because  even  though  we  are  citizens  of  this  country, 
we  are  citizens  of  the  world,  in  a  way.  And  I  think  it  is  our  right 
to  help.  We  get  tremendous  value  for  our  dollar  with  these  kinds 
of  programs.  We  not  only  save  lives,  these  countries  end  up  sup- 
porting us  by  buying  our  goods  and  services  and  trading  with  us. 
I  think  for  every  dollar  of  investment,  we  get  about  $2.37  back. 
This  is  not  a  bad  deal. 

And  the  fact  that  we  do  not  have  constituencies  backing  it  up  is 
our  problem.  We  do  not  have  people  that  pound  the  door  down. 
They  do  not  vote  for  us.  We  do  not  even  know  these  people,  for  the 
most  part.  But  Americans  want  this.  I  know  that  sounds  hard  for 
a  lot  of  people  in  Congress  to  believe,  but  Americans  do  want  this. 
It  works. 

I  have  got  a  portion  where  I  say  where  I  think  the  money  ought 
to  be  increased.  With  that,  I  will  just  close  and  thank  you  for  the 
chance  to  be  here. 

[The  information  follows:] 
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Statement  by  Tony  P.  Hall,  Chairman 
Democratic  Task  Force  on  Hunger 

In  Support  of  the  James  P.  Grant  World  Summit  for  Children 

Implementation  Act 

March  30,  1995 


Good  morning  Chairman  Callahan  and  members  of  the  Foreign 
Operations  Subcommittee.  I  appreciate  this  opportunity  to  speak  about 
saving  the  lives  of  millions  and  millions  of  children  living  in  desperate 
conditions. 

Mr.  Chairman,  last  week  the  House  made  historic  changes  to  almost 
every  single  domestic  feeding  program  in  America.  In  my  opinion,  these 
changes  represent  a  gamble  on  the  health  of  millions  of  American 
youngsters.  Maybe  these  changes  will  hurt  our  kids  and  maybe  they  won't. 
What  would  not  represent  a  gamble,  Mr.  Chairman,  but  rather  a  certainty, 
would  be  to  ignore  the  basic  tenants  of  the  James  P.  Grant  World  Summit 
for  Children  Implementation  Act.  Let  there  be  no  confusion;  we  in  this 
room  today  have  absolute  control  ~  up  or  down,  Mr.  Chairman  —  of  the 
lives  of  at  least  two  million  innocent  children  who  can  be  saved  for  just 
pennies  apiece.  If  we  fully  fund  the  act  that  Representative  Walsh  and  I 
have  introduced,  two  million  children  will  have  a  chance  for  a  somewhat 
decent  life.  If  we  do  not,  they  will  surely  not  have  that  chance.  Most  will 
die.  There  is  no  gamble  in  this  situation.  The  outcome  is  totally 
predictable. 
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Five  years  ago,  I  attended  the  World  Summit  for  Children  in  New 
York.  In  New  York,  159  world  leaders,  including  President  George  Bush, 
agreed  to  aim  their  nation's  foreign  aid  resources  at  a  few  practical  and 
achievable  goals.  We  agreed  to  reduce  child  deaths  by  at  least  one-third,  to 
reduce  maternal  deaths  and  child  malnutrition  by  one  half,  and  to  provide  all 
children  access  to  basic  education.  Since  then,  I  have  sought  to  champion 
this  cause  by  ensuring  that  the  United  States  contributes  its  fair  share  to  the 
noble  vision  of  the  World  Summit. 

We  have  made  progress  toward  these  goals.  It  would  be  a  mistake  to 
end  our  commitment  before  we  finish  the  job.  I  remember  some  years  ago 
at  a  hearing  like  this  saying  that  six  vaccine-preventable  diseases  such  as 
measles  and  tetanus  were  killing  five  million  kids  each  year.  A  year  later 
it  was  four  million.  And  now  I'm  here  to  say  that  the  same  six  vaccine- 
preventable  diseases  are  taking  two  million  lives  a  year.  That's  progress  we 
can  be  proud  of.    It  is  also  progress  we  shouldn't  turn  away  from. 

Our  bill  recommends  shifting  funds  within  the  foreign  assistance  budget 
to  meet  the  needs  of  children,  without  increasing  overall  foreign  aid 
spending.  It  specifically  calls  for  increased  allocation  of  funds  for  child 
survival,  basic  education.  Vitamin  A  and  other  micronutrients,  UNICEF, 
AIDS  prevention  and  care,  refugee  assistance,  and  family  planning.  Under 
existing  law,  none  of  these  funds  may  be  used  to  fund  abortions  as  a  method 
of  family  planning. 

Mr.  Chairman,  many  people  think  everything  in  government  is  broken. 
I  don't  think  that  is  the  case,  especially  regarding  child  survival,  basic 
education,  and  micronutrient  therapy.    Certainly,  UNICEF  is  not  broken. 
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UNICEF  is  one  of  the  best  examples  I  know  of  what  is  right  in 
government.  The  spirit  and  effectiveness  of  UNICEF  is  embodied  by  one 
of  the  greatest  Americans  I  have  ever  met,  Jim  Grant.  Nobody  fought 
harder  than  Jim  to  promote  the  well  being  and  protect  the  basic  rights  of 
children  throughout  the  world.  For  UNICEF,  our  bill  seeks  a  scant  increase 
of  less  than  $10  million  over  what  we  appropriated  two  fiscal  years  ago. 

Mr.  Chairman,  a  lot  of  those  same  people  who  think  government  is 
broken  also  say  bi-partisanship  is  dead  in  the  Congress.  This  is  simply  not 
the  case  regarding  the  programs  embodied  in  the  World  Summit  for  Children 
Implementation  Act.  Since  Jim  Walsh  and  I  introduced  this  bill  just  six 
weeks  ago,  over  fifty  Members  have  come  aboard  as  co-sponsors.  More  are 
co-sponsoring  every  day.  Several,  Mr.  Chairman,  are  of  the  majority  party. 

As  former  Peace  Corps  volunteers  and  policy  makers  who  work  closely 
with  these  programs,  Jim  Walsh  and  I  have  seen  the  incredible  results 
produced  by  priortizing  child  survival,  basic  education,  micronutrients,  and 
the  others  in  our  bill.  Millions  and  millions  of  young  girls,  for  instance, 
rarely  make  it  past  the  fifth  grade  and  perpetuate  a  cycle  of  poverty  their 
families  can  never  escape.  For  each  additional  year  of  schooling  these 
children  receive,  their  incomes  rise  by  ten  percent. 

Foreign  aid  is  not  exactly  the  most  popular  subject  these  days.  These 
programs  stand  apart  from  all  others  within  our  foreign  aid  budget.  Poll 
after  poll  show  that  Americans  support  this  kind  of  foreign  aid  —  assistance 
to  children,  literacy,  and  saving  lives  with  low  cost  programs.  For  the 
record,  I  would  like  to  submit  examples  of  these  polls. 
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Dozens  and  dozens  of  respected  humanitarian  organizations  including 
the  Christian  Children's  Fund,  the  International  Rescue  Committee,  the 
National  Peace  Corps  Association,  Save  the  Children,  and  the  YWCA 
support  our  bill.  I  would  also  like  to  submit  for  the  record  the  list  of 
supporting  organizations,  seventy-five  in  all. 

Mr.  Chairman,  the  future  of  humanity  depends  on  our  country 
remaining  a  leader  in  efforts  to  reduce  childhood  deaths  and  needless 
poverty.    The  U.S.  should  not  do  it  all,  but  we  must  do  our  part. 


World  Summit  for  Children  Implementation  Act 
Funding  Levels 


Program 


Child  Survival 

Basic  Education 

Micronutrients 

UNICEF 

Refugee  Ass't. 

Population 

AIDS  Prevention  $  80m 


Actual 
AID  Budget 

FY  1994 

$235m 
$105m 
$  20m 
$100m 
$620m 
$350m 


Recommendation 

FY  1995 

FY  1996 

FY  1997 

$280m 

$330m 

$380m 

$135m 

$165m 

$200m 

$25m 

$  30m 

$  40m 

$100-106m  * 

$110m 

$120m 

$72  Im 

$750m 

$780m 

$450m 

$525m 

$575m 

$125m 

$145m 

*   Differences  in  House  and  Senate  were  not  resolved  in  Conference. 
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Endorsers  of  the 

James  P.  Grant  World  Summit  for  Children  Implementation 

Act  of  1995  (HR966) 

As  of  March  21,  1995 


Advocates  for  Youth 
Alliance  for  Child  Survival 
American  Association  for  World  Health 
American  College  of  Nurse-Midwives 
American  Jewish  World  Service 
Appropriate  Technology  International 
Association  for  Childhood  Education 

International 
Association  of  Third  World  Affairs 
Bread  for  the  World 
CEDPA-Center  for  Development 

and  Population  Activities 
Center  of  Concern 
Child  Health  Foundation 
CHILDHOPE  International 
Childreach 

Children's  Aid  International 
Children's  Survival  Fund,  Inc. 
Community  Action  International  Alliance 
CONCERN/America 
Congressional  Hunger  Center 
The  Debt-for-Development  Coalition 
Direct  Relief  International 
End  Hunger  Network 
FINCA  International 
Freedom  from  Hunger 
Heifer  Project  International 
Helen  Keller  International 
The  Hunger  Project 
Immigration  and  Refugee  Services 

of  America 
International  Aid,  Inc. 
International  Center  for  Research 

on  Women 
International  Eye  Foundation 
International  Lifeline 
International  Medical  Services 

for  Health  aNMED) 
International  Reading  Association 
International  Rescue  Committee 
International  Voluntary  Services 
Islamic  African  Relief  Agency,  USA 


Katalysis  North/South  Development 

Partnership 
Laubach  Literacy  Action 
MAP  International 
Maryknoll  Justice  and  Peace  Office 
Maryknoll  Mission  Association  of  the 

Faithful 
Maryknoll  Sisters  Office  of  Social 

Concerns 
National  Council  for  International  Health 
National  Peace  Corps  Association 
National  Wildlife  Federation 
Near  East  Foundation 
Nicaragua-United  States  Friendship  Office 
Nurture/  Center  to  Prevent  Childhood 

Malnutrition 
Operation  USA 
Oxfam  America 
Partners  of  the  Americas 
Population  Action  International 
Population  Communication 
Refugees  International 
RESULTS 
Save  the  Children 

Southeast  Asia  Resource  Action  Center 
Trickle  Up 

United  Church  Board  for  World  Ministries 
United  Church  of  Christ  -  Hunger  Action 
United  Church  of  Christ,  Office  for 

Church  in  Society 
U.S.  Coalition  for  Education  for  All 
U.S.  Committee  for  Refugees 
U.S.  Committee  for  UNICEF 
Women's  International  League  for 

Peace  and  Freedom 
World  Concern 
World  Education 
World  Hunger  Year 
World  Neighbors 
YWCA  of  the  USA 
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A  STUDY  OF  AMERICAN  PUBLIC  ATTIUDES 
Summary  of  Findings 


Jaunuary  23,  1995 

Conducted  by  the 

Program  on  International  Policy  Attitudes 

A  joint  program  of  the 

Center  for  the  Study  of  Policy  Attitudes 

and  the 

Center  for  International  and  Security  Studies  at  Maryland 

School  of  Public  Affairs,  University  of  Maryland 

Principal  Investigator 
Steven  Kull 
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Contrary  to  the  widespread  assumption 
that  the  Amencan  public  is  strongly  opposed 
to  foreign  aid,  a  new  study  of  American 
attitudes  by  the  Program  on  International 
Policy  Attitudes  (PIPA)  has  found  strong 
support  for  maintaining  foreign  aid  at  current 
spending  levels  or  higher  Much  of  the 
resistance  to  foreign  aid  spending  seems  to 
be  based  on  an  extreme  overestimation  of 
how  much  the  US  spends  on  foreign  aid  The 
PIPA  study  also  shows  that  Americans  want 
to  shift  the  emphasis  of  foreign  aid  spending 
away  from  geopolitical  allies  and  toward  poor 
countries    This  study  included: 

♦  a  nationwide  poll  of  801  randomly 
selected  adult  Americans,  (con- 
ducted January  12-15,  1995,  margin 
of  error  of  plus  or  minus  3  5-4  0%) 

♦  a  review  of  existing  poll  data 

♦  focus  groups  held  in  Portland, 
Oregon  and  Baltimore,  ti^aryland 

♦  open-ended  telephone  interviews 

The  key  findings  of  the  PIPA  study  are: 


An  overwhelming  majority  of 
1       Americans         embraces         the 

principle  that  the  United  States 
should  give  some  aid  to  help  people  in 
foreign  countries  who  are  In  genuine 
need. 

Eighty  percent  of  those  polled  agreed  that 
"the  United  States  should  be  willing  to  share  at 
least  a  small  portion  of  its  wealth  with  those  in 
the  world  who  are  in  great  need."  This  attitude 
spread  across  party  lines~78%  of 
Republicans  agreed 

When  poll  questions  ask  respondents  to 
establish  pnorities.  foreign  aid  Is  usually  given 
a  lower  priority  than  domestic  concems. 
Eighty-six  percent  agreed  that  "Taking  care  of 
problems  at  home  is  more  important  than 
giving  aid  to  foreign  countries." 


But  this  does  not  mean  that  the  majority 
IS  against  spending  any  money  on  the  lower 
pnority  item  of  foreign  aid.  Only  8%  said  they 
wanted  to  eliminate  foreign  aid  entirely 

Several  focus  group  members  echoed 
the  statement  of  a  Baltimore  man  who  said,  "I 
think  we're  a  wealthy  enough  country  that  we 
can  do  both  [take  care  of  the  poor  here  and 
give  foreign  aid] " 

The  idea  that  foreign  aid  should  be 
replaced  by  private  giving  Is  also  rejected 
Fifty-eight  percent  disagreed  with  the 
argument  that  "Helping  people  In  foreign 
countries  is  not  the  proper  role  for  the  US 
government  This  should  be  strictly  a  private 
matter,  taken  care  of  by  Individuals  giving 
donations  through  private  organizations. " 


f^  A  strong  majority  says  that  the 
^       United    States    is    spending    too 

'     much   on   foreign   aid.      But  this 

attitude  is  based  on  the  assumption  that 
the  US  is  spending  vastly  more  than  It  is, 
in  fact.  Asked  what  an  "appropriate" 
amount  would  be,  the  median  level 
proposed  is  5  times  present  spending 
levels. 

Although  only  a  few  Americans  want  to 
eliminate  foreign  aid,  the  PIPA  poll  found  that 
initially  75%  felt  that  the  US  spends  "too 
much"  on  it  A  somewhat  lower  number- 
64%~said  they  actually  wanted  to  cut  foreign 
aid  spending. 

However,  this  feeling  that  the  US  is 
spending  too  much  seems  to  be  based  on  the 
assumption  that  the  US  is  spending  vastly 
more  than  it  really  is.  Asked  to  estimate  how 
much  of  the  federal  budget  goes  to  foreign 
aid,  the  median  estimate  was  15%-15  times 
the  actual  amount  of  1%.  The  average  was 
even  higher-18%.  Still  higher  estimates  have 
been  found  in  other  polls.  In  an  October  1993 
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Foreign  Aid  as  a  Percentage  of  Federal  Budget 


^     When  informed  about  the  actual 
^     annount  of  spending  on  foreign  aid, 

a    strong     majority    favors    either 

maintaining  or  increasing  it. 


Asked  how  they  would  feel  if  the  US 
would  spend  1%  on  foreign  aid  (the  amount 
the  US  does  spend).  18%  said  this  would  be 
"too  much"~down  from  the  75%  who  had 
originally  said  the  US  is  spending  too  much 
Thirty-three  percent  said  this  would  be  "too 
little"  and  46%  said  it  would  be  about  right 
Thus,  79%  were  ready  to  support  present 
spending  levels 


Perceived  Too  Much  Actual 

Appropriate  Too  Lillle 

Louis  Harns  poll,  the  average  estimate  was 
33%.  and  in  a  November  1994  Harvard 
School  of  Public  Health  poll,  27%  assumed 
that  foreign  aid  was  the  largest  item  In  the 
federal  budget-larger  than  the  defense 
budget  or  social  secunty 

In  the  PIPA  poll,  when  respondents  were 
aslced  what  an  "appropriate  amount"  would  be 
to  spend  on  foreign  aid,  the  median  response 
was  5%  of  the  budget--5  times  present 
spending  levels  The  average  was  8  percent 
Republicans  and  Democrats  did  not  differ 

To  explore  the  range  of  what  would  be  an 
acceptable  level  of  spending,  respondents 
were  then  asl^ed  "At  what  percentage  would 
you  feel  that  [foreign  aid  spending]  is  starting 
to  be  too  much''"  The  median  response  was 
13%  Asl^ed  how  much  would  start  to  be  "too 
little",  the  median  response  was  3%-stlll  three 
times  the  present  spending  levels  For 
Republicans,    this    number   was    2  %. 


Later  in  the  questionnaire,  when 
respondents  were  told  how  much  the  US 
spends  and  how  much  the  average  taxpayer 
pays  and  to  assume  that  any  change  they 
propose  would  affect  their  own  taxes,  35% 
said  they  wanted  to  cut  foreign  aid  spending- 
down  from  the  64%  who  onginally  wanted  to 
cut  spending  Twenty-five  percent  wanted  to 
increase  spending  and  37%  wanted  to  keep 
it  the  same  Thus,  62%  wanted  to  at  least 
maintain  present  spending  levels  (Note  It  is 
not  unusual  for  people  to  respond  differently 
to  questions  about  whether  they  endorse  a 
level  of  spending  and  questions  that  ask  them 
to  actively  set  a  level  of  spending  ) 

Changes  in  attitudes  in  response  to  information 
about  actual  amount  of  foreign  aid 


:^ 


Before  information  i 
After  information     | 


US  IS  spending  too 
much 


Favor  cutting 
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A  similar  dynamic  was  uncovered  when 
respondents  were  asked  to  think  about  how 
much  development  assistance  the  US  gives 
as  a  percentage  of  its  gross  national  product, 
as  compared  to  other  industrialized  countnes 
Eighty-one  percent  Incorrectly  assumed  that 
the  US  gives  more  When  asked  how  much 
the  US  "should"  give  as  a  percentage  of  GNP, 
68%  said  the  US  should  give  the  same  as 
other  industrialized  countries  This  would  be 
more  than  the  US  presently  spends. 


Beliefs  about  US  level  of  Development  Assistanc 
Compared  to  other  Industrialized  Countnes 


4    The  public  wants  to  change  the  mix 
of  priorities  in  foreign  aid  spending, 

putting  less  emphasis  on  securing 

US  strategic  allies  and  bases  around  the 
worid  and  more  emphasis  on  helping 
the  poor  and  needy. 

Support  for  the  traditional  objective  of 
using  foreign  aid  to  maintain  US  strategic 
allies  and  bases  around  the  worid  has 
become     quite     soft  Fifty-one     percent 

disagreed  with  the  statement  that: 

Giving  foreign  aid  to  countnes  who  are 
strategically  positioned  in  the  world  is  a 
good  idea  because  it  ensures  that  they 
will  stay  friendly  to  us 

with  just  45%  agreeing  A  plurality  of  48% 
agreed  with  the  statement : 

Now  that  the  Cold  War  is  over  it 
should  no  longer  be  necessary  for  the 
US  to  give  money  to  other  countries  to 
make  sure  that  they  stay  friendly  to  us 
or  let  us  base  US  tmops  on  their 
territory  primarily  to  defend  them. 

This  attitude  Is  reflected  in  spending 
priorities  When  the  elements  of  the  foreign 
aid  budget  were  broken  out  and  respondents 
were  told  how  much  was  spent  on  each  Item 
and  how  much  the  average  taxpayer  pays,  a 
majority  wanted  to  cut  aid  to  Israel  and  Egypt 
(56%)  and  military  aid  in  general  (52%). 


Perceived  \  \ 
Should  be 


.'1     ,*^ 


More  than  others  Less  than  Others 

Same  as  others 

In  fact,  US  spending  as  a  percentage  of 
GNP  ranks  at  the  bottom  of  the  22  OECD 
countries 


Support  for  aid  to  Turkey  and  Greece  was 
also  fairiy  low  with  37%  wanting  to  cut  it 

However,  programs  that  emphasize 
helping  the  poor  and  needy  were  quite 
popular  On  all  programs  related  to  helping  the 
poor,  strong  majorities  wanted  to  either 
maintain  or  increase  spending-child  survival 
programs  (91%),  peace  corps  (90%), 
humanitarian  relief  (87%),  environmental  aid 
to  poor  countnes  (79%),  assistance  to  help 
poor  countnes  develop  (75%),  and  family 
planning  (74%). 

There  are  indications  that  this  desire  for  a 
shift  in  priorities  may  be  a  trend,  perhaps 
reflecting  the  end  of  the  Cold  War.  In  a 
question  that  was  asked  by  Beldon  and 
Russonello  in  1986,  a  plurality  of  44%  said 
that  the  most  important  countries  to  get  US 
aid  were  those  that  were  "important  to  US 
security"  When  this  question  was  asked 
again  In  1992,  this  number  dropped  to  21%. 
Instead,  the  new  plurality  of  44%  was  for 
'countries  with  the  poorest  economies." 
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Increase 

Maintain 

Cut 
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56 

35 
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55 

38 
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Military  Aid 

6 

41 

52 

47 

Israel/Egypt 

4 

38 

56 
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Apparently,  Americans  would  be  willing  to 
pay  significantly  more  to  help  the  poor, 
provided  that  they  see  it  as  having  a  good 
chance  of  substantially  reducing  suffering 
Respondents  were  asked  to  imagine  that  the 
UN  had  developed  a  large  scale  plan  for 
virtually  eliminating  hunger  over  a  penod  of 
five  years  Asked  to  imagine  that  they  were 
confident  that  the  plan  might  work  and  that 
people  in  other  countnes  were  willing  to  do 
their  part,  78%  said  they  were  willing  to  pay 
$50  per  year  for  five  years,  and  74%  said  they 
were  willing  to  pay  $1 00  per  year  for  five  years 
in  support  of  this  plan 


_  I  Support  for  spending  on  poor 
^  I   countries  stems  partly  from  a  belief 

'   ttiat  ttie  world  is  so  interconnected 

that  it  is  in  ttie  economic  interest  of  ttie 
US  to  promote  ttie  development  of  Third 
World  countries. 

The  majority  of  Americans  seems  to  feel 
that  giving  foreign  aid  is  in  the  economic 


interest  of  the  US.  Sixty-three  percent  of 
respondents  agreed  that  'The  world  economy 
is  so  interconnected  today  that,  in  the  long 
run.  helping  Third  World  countries  to  develop 
is  in  the  economic  interest  of  the  US  Many  of 
these  countries  will  become  trading  partners 
that  buy  our  exports,  so  in  the  long  run.  our 
aid  will  pay  off  economically  "  A  1993  USAID 
study  found  that  strong  majonties  of 
Amencans  believe  that  improvements  in  Third 
Worid  economies  would  have  a  positive  effect 
on  US  business  opportunities  (80%)  and  the 
US  economy  (72%). 


.  Strong  support  also  comes  from  ttie 
O  attitude  ttiat  ttie  US  has  a  moral 
— '  obligation  to  help  nations  in  need; 
an  overwhelming  majority  reject  the 
idea  that  the  US  should  only  give  aid 
when  it  promotes  the  US  national 
Interest. 

Most  Americans  feel  that  moral  reasons 
for  giving  aid  are  strong  enough  in  and  of 
themselves  Sixty-seven  percent  agree  that 
"As  one  of  the  worid's  rich  nations,  the  United 
States  has  a  moral  responsibility  toward  poor 
nations  to  help  them  develop  economically 
and  improve  their  people's  lives  " 

An  overwhelming  majority  rejects  the  idea 
that  the  US  should  only  give  aid  when  it 
serves  the  national  interest  Seventy-seven 
percent  disagreed  with  the  statement  that 

\Ne  should  only  make  commitments  to 
send  aid  to  parts  of  the  world  where 
we  have  security  interests.  These 
include  the  fonver  Soviet  republics 
and  Eastern  Europe  where  we  want  to 
prevent  the  reemergence  of  the 
Russian  empire,  and  the  Middle  East 
where  we  want  to  ensure  access  to 
oil  We  should  not  send  aid  to  other 
parts  of  the  world,  such  as  Africa,  Asia 
or  Latin  America  because  we  do  not 
really  have  vital  security  interests 
there. 
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"We  should  only  make  commitments  to  send  aid  to     j 


parts  of  the  world  where  we  have  security  interests  " 

100  - 


_  A  strong  majorify  supports  ttie 
/  principle  of  giving  aid  to  help 
—  countries  move  toward  democracy, 
Including  former  socialist  countries,  and 
Is  untiappy  about  ttie  amount  of  aid  ttiat 
goes  to  countries  ttiat  are  not 
democratic  or  have  poor  human  rights 
records. 


20  I" 

I 
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Seventy-six  percent  agreed  that  "We  should 
send  aid  to  starving  people  irrespective  of 
whether  it  will  promote  the  national  interest "  A 
Baltimore  man  participating  in  a  PIPA  focus 
group  made  this  point  cleariy  when  he  said 

"/  guess  /  disagree  with  the  proposition 
that  foreign  aid  must  be  directly 
related  to  strategic  interests.  In  a 
sense,  it  goes  bacl<  to  what  Barry 
Goldwater  said  about  foreign  aid: 
'Foreign  aid  is  bribery  '  I  guess  I'd  like 
to  think  not  That  as  a  citizen  in  a 
community  of  nations,  there  are 
objectives  that  may  or  may  not  be 
linked  to  American  strategic  interests, 
(like)  feeding  the  starving  /' 

Americans'  responsiveness  to  suffering 
does  not  seem  to  be  greatly  Influenced  by 
national  boundanes  When  half  the  sample 
was  asked  how  much  It  troubled  them  when 
they  hear  about  hungry  children  inside  the  US, 
on  a  scale  of  1  to  10,  the  average  answer  was 
8  6  When  the  other  half  sample  was  asked 
about  hungry  children  outside  the  US.  the 
average  answer  was  7  2 


Apparently,  most  Americans  feel  that  US 
foreign  aid  policy  should  be  strongly 
influenced  by  the  American  values  of 
democracy  and  human  rights  Sixty-seven 
percent  agreed  that:,  "Foreign  aid  to  newly 
democratic  countries  is  a  good  investment  for 
America.  Democracies  are  more  stable,  have 
better  human  rights,  and  are  more  likely  to  be 
fnends  with  the  US  " 

Seventy-two  percent  supported  main- 
taining or  increasing  aid  to  "countries  of  the 
former  Soviet  Union  and  Eastern  Europe 
making  the  transition  from  socialism  to 
capitalism  and  democracy"  Fifty-nine 
percent  agreed  that  "it  vyould  be  foolish  to  not 
help  the  Russians  make  the  transition  to 
democracy  and  capitalism. 

However,  arguments  that  are  presented 
in  terms  of  traditional  geopolitics  are  found 
less  convincing.  Only  46%  agreed  that 
"Giving  aid  to  countries  that  used  to  be  part  of 
the  Soviet  Union  or  under  its  influence 
reduces  the  chances  that  they  wnll  once  again 
be  dominated  by  Russia." 

Finally,  most  Americans  feel  that,  in 
general,  US  foreign  aid  policy  has  not  been 
discriminating  enough  Eighty  percent  agreed 
that  "too  much  US  foreign  aid  goes  to 
governments  that  are  not  very  democratic  and 
have  poor  human  rights  records  This  is  not 
consistent  with  American  pnnciples  " 


52 


8  The  majority  believes  there  is 
widespread  waste  and  corruption 
—  in  foreign  aid  programs.  A  strong 
majority  would  be  willing  to  pay  more  in 
taxes  if  they  believed  that  more  aid 
would  get  to  the  people  who  really  need 
it. 

Most  Americans  are  frustrated  with  the 
performance  of  foreign  aid  programs  Eighty- 
three  percent  agreed  that  "There  is  so  much 
waste  and  corruption  in  the  process  of  giving 
foreign  aid  that  very  little  aid  actually  reaches 
the  people  who  really  need  it " 

Fifty-eight  percent  concurred  that  "If  1 
knew  that  most  foreign  aid  was  going  to  the 
poor  people  who  really  need  it  rather  than  to 
wasteful  bureaucracies  and  corrupt 
governments,  I  would  be  willing  to  pay  more  in 
taxes  for  foreign  aid  " 


9  To  promote  selt-reliance,  the 
majority  is  willing  to  spend  more 
— '  on  aid  that  emphasizes  training 
and  development,  and  is  willing  to  give 
poor  countries  preferential  trade 
treatment. 

Americans  put  such  a  high  value  on  self- 
reliance  that  they  are  willing  to  pay  more  in 
taxes  in  support  of  foreign  aid  programs  that 
are  designed  to  foster  it.  Sixty-five  percent 
supported  the  statement : 


/  prefer  to  give  a  hand  up  rather  than  a 
handout  Simply  giving  money  and 
goods  to  poor  countries  can  make 
them  dependent  Whenever  possible. 
I  prefer  to  give  them  training  and 
access  to  credit  and  other  resources 
so  that  they  can  become  self-reliant 
and  I  would  be  willing  to  pay  more  in 
taxes  to  that  end 

A  strong  majority  also  saw  promoting 
development  as  a  way  of  avoiding  the  need 
for  humanitanan  relief  Eighty  percent  agreed 
that  "the  really  intelligent  thing  to  do  is  to  help 
poor  countries  develop  so  that  their 
economies  are  strong  enough  to  cope  with 
(disasters) " 

Focus  group  and  Interview  participants 
likewise  stressed  the  goal  of  self-sufficiency 
when  giving  foreign  aid  "Humanitanan  aid  is 
kind  of  a  cnsis  situation"  said  a  Portland 
woman  "But  development  [aid]  builds  the 
country  so  that  people  can  do  better  for 
themselves  you  really  see  the  long-term 
results "  She  concluded.  "You  can  give  them 
food,  but  that  doesn't  mean  they  will  have 
food  two  years  later " 

Consistent  with  this  emphasis  on  making- 
developing  countries  more  self-reliant,  69% 
favored  transferring  some  tiade  quotas  from 
wealthier  countries  to  developing  countries. 
so  that  they  can  sell  more  of  their  products  in 
the  US.  even  when  it  was  suggested  that 
taking  quotas  away  from  other  countries  might 
be  politically  sensitive 
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Mr.  Callahan.  I  appreciate  it,  Tony.  We  all  are  aware  of  the  con- 
tributions you  have  made  and  your  philosophy,  and  I  know  of  no 
American  that  has  really  put  as  much  into  a  cause  that  he  believes 
in  as  you  have.  I  think  possibly  your  talents  probably  could  be  bet- 
ter utilized  outside  of  Congress,  maybe  through  some  United  Na- 
tions endeavor. 

But  it  is  certainly  no  indicator  that  you  do  not  do  a  good  job  here 
in  Congress,  I  am  just  saying  that  maybe  sometime  in  the  future 
your  efforts  and  your  knowledge  and  your  experience  and  your  en- 
thusiasm can  be  transported  to  the  United  Nations  or  some  agency 
where  you  can  better  express  your  views  and  make  certain  that  the 
money  we  have  available  to  spend  is  done  so  wisely. 

Mr.  Hall.  I  appreciate  your  thoughts,  Mr.  Chairman. 

Mr.  Callahan.  No,  I  would  not  tell  them  that.  I  will  tell  them 
what  a  great  job  you  are  doing,  and  you  are  doing  a  great  job. 

Mr.  Hall.  Thank  you. 

Mr.  Callahan.  Thank  you  very  much.  Your  statement  will  be  re- 
ceived for  the  record. 

Ms.  Schwab? 


Thursday,  March  30,  1995. 
UNITED  NATIONS  DEVELOPMENT  PROGRAM 

WITNESS 

CAROL  SCHWAB,  DIRECTOR,  WASHINGTON  OFFICE,  UNITED  NATIONS 
DEVELOPMENT  PROGRAM 

Ms.  Schwab.  Thank  you.  I  appreciate  the  opportunity  to  appear 
before  you  and  the  subcommittee  today,  Mr.  Chairman,  on  behalf 
of  UNDP.  I  am  Director  of  UNDP. 

My  purpose  is  to  show  that  continuing  United  States  support  for 
the  tJnited  Nations  Development  Program  at  or  near  the  fiscal  year 
1995  level  of  $116  million  is  definitely  in  the  United  States  security 
interest. 

UNDP,  as  you  know,  is  an  independently  administered  agency 
within  the  United  Nations,  an  agency  which  is  financed  through 
voluntary  contributions  from  donor  governments.  It  has  a  unique 
mission  and  expertise  among  all  other  U.N.  agencies  and  the  spe- 
cialized agencies,  including  the  IFI's,  which  is  to  assess  countries' 
development  needs  from  a  broad  multi-sectoral  basis,  and  design, 
fund  and  fund-raise  for  programs  meeting  those  needs.  Its  pro- 
grams are  focused  then  on  creating  open  economies  and  stable 
democratic  civil  societies  resistant  to  conflict,  which  have  proven  to 
be  attractive  to  U.S.  trade  and  investment. 

The  U.S.  is  the  largest  contributor,  although  by  an  increasingly 
small  margin,  providing  $116  million  in  fiscal  year  1995,  which 
was  at  that  point  only  $11  million  above  the  next  biggest  contribu- 
tor, Japan.  A  modest  contribution,  however,  buys  almost  $1.8  bil- 
lion worth  of  aid,  a  core  budget  of  $1  billion  made  up  of  other  mem- 
ber states'  contributions,  and  about  $800  million  worth  of  cost-shar- 
ing programs  that  UNDP  manages  with  money  that  are  paid  by  re- 
cipient countries  and  other  third  parties.  So  the  U.S.  contribution 
only  comprises  12  percent  of  the  core  budget  and  is  amplified  nine 
times  over  by  other  member  state  contributions  to  that  core  budget. 
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Yet,  since  its  founding,  UNDP  has  always  been  led  by  Americans 
who  were  all,  with  the  exception  of  the  current  Administrator  Gus 
Speth,  designees  of  Republican  Presidents.  Consequently,  the  orga- 
nization has  enjoyed  significant  bipartisan  support  over  the  years. 
Significantly,  too,  U.S.  leadership  has  been  accompanied  by  the  or- 
ganization's proclivity  for  U.S.  procurement,  which  in  1993  alone 
resulted  in  a  211  percent  rate  of  return  on  the  U.S.  contribution. 
So  in  simple  financial  terms,  UNDP  has  proven  to  be  a  good  invest- 
ment of  U.S.  dollars. 

Furthermore,  UNDP  also  serves  to  further  important  American 
values.  It  focuses  its  programs  on  humanitarian  work  alleviating 
poverty,  a  theme  that  continues  to  be  close  to  the  hearts  of  Ameri- 
cans; avoidance  of  and  recovery  from  societal  crises  such  as  those 
in  Central  America,  Gaza  and  Rwanda,  by  helping  rehabilitate  and 
establish  viable  income-producing  civil  societies — which  are  essen- 
tial to  our  security  interests;  and  economic  and  political  transitions 
of  countries  interested  in  opening  their  economies  and  societies  to 
embrace  free  market  principles  and  democratic  processes,  which  is 
important  both  for  our  economic  and  strategic  interests. 

We  address  these  areas  through  programs  creating  jobs  for 
women  and  men  worldwide,  promoting  economic  and  market  re- 
form and  privatization,  and  democratization,  and  addressing 
health,  education  and  other  basic  human  needs. 

In  recent  years,  we  have  also  helped  raise  hundreds  of  millions 
of  dollars  worth  of  humanitarian  disaster  relief.  Most  recently,  we 
raised  about  $600  million  in  pledges  at  a  roundtable  that  was 
chaired  by  UNDP's  Administrator  Gus  Speth  for  Rwanda. 

The  harm  to  U.S.  interests  by  severe  cuts  in  the  U.S.  contribu- 
tion to  UNDP  can  be  best  illustrated  by  considering  the  benefits  of 
UNDP's  programs  to  U.S.  interests.  Examples  of  success  include 
our  programs  which  have  initiated  economic  reform  in  countries 
like  Indonesia,  Singapore,  Thailand  and  South  Korea,  and  privat- 
ization in  Vietnam  and  China,  and  have  thus  helped  lay  the  foun- 
dation for  private  investment  in  countries  where  U.S.  business  now 
flourishes. 

Our  recent  programs  in  the  CIS  are  focused  on  supporting  decen- 
tralization and  democratic  governance,  market  reform,  enhanced 
trade  and  human  rights  monitoring.  In  Gaza  and  the  West  Bank, 
our  presence  of  over  17  years  has  permitted  us  to  be  a  major  player 
in  working  on  the  region's  economic  revitalization,  which  is  essen- 
tial to  Middle  East  peace.  U.S.  business  and  investment  opportuni- 
ties created  by  these  types  of  programs  will  undoubtedly  be  hurt 
by  a  radical  cut  in  the  U.S.  contribution  to  UNDP. 

In  terms  of  furthering  our  U.S.  fiscal  objectives,  UNDP  has, 
under  Gus  Speth's  leadership,  implemented  major  administrative 
reforms.  It  has  cut  staff  in  New  York  by  25  percent,  senior  manage- 
ment by  15  percent  and  the  administrative  budget  for  1995-96  by 
$50  million;  and  we  project  the  administrative  budget  for  1996-97 
will  be  cut  by  another  $45  million  to  $50  million. 

In  terms  of  addressing  U.S.  strategic  and  security  interests,  it  is 
important  to  note  that  UNDP  allocates  resources  to  countries  that, 
if  have  not  helped  now,  will  be  the  greatest  drain  in  years  to  come 
on  bilateral  and  multilateral  resources  to  address  disasters,  hu- 
manitarian crises,  ethnic  and  other  conflicts,  and  societal  disinte- 


56 

gration.  Specifically,  90  percent  of  UNDP's  resources  go  to  the  poor- 
est, low-income  countries  having  annual  incomes  of  less  than  $750 
per  person.  Almost  50  percent  consequently  goes  to  Africa  and  35 
percent  to  Asia. 

These  U.S.  national  interests  simply  will  not  be  served  by  further 
radical  cuts  to  the  modest  U.S.  contribution  to  UNDP.  The  con- 
tribution buys  U.S.  leadership  over  UNDP's  total  development 
budget  of  $1.8  billion.  It  buys  significant  U.S.  procurement.  It  is  re- 
turned many  times  over  through  the  creation  of  new  markets  for 
U.S.  goods  and  services,  and  it  will  reduce  the  cost  of  disasters,  hu- 
manitarian and  other  crises  assistance  in  years  to  come. 

Mr.  Callahan.  Ms.  Schwab,  we  are  going  to  have  to  interrupt 
you  and  hold  it  to  5  minutes.  But  we  will  include  your  entire  state- 
ment in  the  record.  We  thank  you  for  coming  this  morning,  and  we 
congratulate  you  on  a  job  well  done. 

Ms.  Schwab.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Callahan.  Thank  you. 

[The  information  follows:] 
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My  purpose  today  is  to  show  that  continuing  United  States  support  for  the 
United  Nations  Development  Program  (UNDP)  at  or  near  the  FY  1995  level  of 
$11 6M  is  in  the  United  States  national  security  interest  --  in  both  financial  and 
tangible  terms. 

First  it  bears  mentioning  what  UNDP  is  and  is  not. 

(1)  It  is  an  independently  administered,  well  managed  organization  within  the 
UN  system,  which,  due  to  American  leadership,  has  become  a  model  of 
management  reform  within  the  entire  UN  system. 

(2)  Its  unique  mission  among  all  other  UN  agencies  and  the  specialized 
agencies  (including  the  international  financial  institutions)  is  to  assess 
countries'  development  needs  from  a  broad  multi-sectoral  basis,    and  design 
and  fund  (and  fund-raise  for)  programs  meeting  those  needs.    This  mission  is 
made  possible  because  of  UNDP's  extensive  presence  in  developing 
countries  (through  a  network  of  over  130  field  offices)  and  its  recognized 
broad-based  expertise  in  development.    The  mission  is  also  possible  because 
UNDP's  expertise  is  unconstrained  by  the  narrower  mandates  of  the 
technical,  specialized  agencies,  or  the  fiscal,  conditionality  requirements  of 
lending  institutions. 

(3)  Finally,  UNDP  is  nofa  single  theme  organization   -  the  type  which  so 
easily  captures  the  hearts  and  minds  of  the  public  -  by  aiding  just  children  or 
refugees.    Rather,  it  is  like  a  multi-vitamin,  addressing  development  needs 
from  a  multi-sectoral  approach.    It  does  this  by  alleviating  the  poverty  which 
is  the  cause  of  children's  suffering,  and  preparing  the  ground  for  their 
adulthood,  for  instance  by  providing  self-employment  programs.    It  also  does 
this  by  working  on  the  avoidance  and  recovery  from  crises  responsible  for 
migration  by  helping  to  create  stable,  democratic  civil  societies  with  viable, 
open  economies. 

UNDP  is  an  independently  administered  agency  within  the  United  Nations 
system  which  is  financed  through  voluntary  contributions  from  donor  governments. 
Its  programs  are  focused  on  creating  open  economies  and  stable  democratic  civil 
societies,  resistant  to  conflict  and  attractive  to  U.S.  trade  and  investment. 

The  U.S.  is  the  largest  contributor,  although  by  an  increasingly  small  margin, 
providing  $  1 1  6M  in  FY  1 995  (only  $  1 1  M  over  the  next  biggest  contributor  in  FY 
95).    A  modest  $1 1  6M  U.S.  contribution,  however,  buys  almost  $1 .8B  of  aid  (-  a 
core  budget  of  about  $1B  from  member  state  contributions  and  over  $.8B  worth  of 
"cost  sharing"  programs  that  UNDP  manages  but  that  are  paid  by  recipient 
countries  and  third  parties).   The  U.S.  contribution  is  only  12%  of  the  core  budget. 
Yet  it  is  amplified  about  nine  times  by  contributions  from  other  member  states  to 
the  core  budget. 
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Since  its  founding  in  1966  UNDP  has  always  been  led  by  Americans,  who 
were  all,  with  the  exception  of  the  current  Administrator  Gus  Speth,  designees  of 
Republican  Presidents.    Thus  the  organization  has  consistently  enjoyed  significant 
bipartisan  support.    Significantly  too,  this  U.S.  leadership  has  been  accompanied 
by  the  organization's  action  on  U.S.  procurement,  which  in  1993  alone  resulted  in 
a  21  1  %  rate  of  return  on  the  U.S.  contribution.    Thus,  in  simple,  immediate 
financial  terms,  UNDP  is  a  good  investment  of  U.S.  dollars. 

U.S.  leadership  has  ensured  that  by  any  measure,  UNDP  is  an  excellent 
investment  of  U.S.  dollars,  one  which  the  U.S.  cannot  afford  to  cut,  because  it 
serves  to  further  deeply  held  American  values,  which  are  shared  by  some  of  our 
staunchest  allies.    UNDP's  three  focuses  are  on 

(1)  humanitarian  work  alleviating  poverty  --  a  theme  that  continues  to  be 
close  to  the  hearts  of  Americans; 

(2)  avoidance  of,  and  recovery  from,  societal  crises,  such  as  those  in  Central 
America,  Gaza,  and  Rwanda,  by  helping  rehabilitate  and  establish  viable 
income-producing  civil  societies  -  essential  to  U.S.  security  interests;    and 

(3)  economic  and  political  transitions  of  countries  interested  in  opening  their 
economies  and  societies  to  embrace  free  market  principles  and  democratic 
processes  --  important  to  both  U.S.  economic  and  strategic  interests. 

UNDP  addresses  these  areas  through  programs  creating  jobs  for  women  and 
men  worldwide,  promoting  economic  and  market  reform  and  privatization,  and 
democratization,  and  addressing  health,  education  and  other  basic  human  needs. 
These  UNDP  programs  complement  bilateral  aid  by  providing  aid  in  areas  unreached 
by  bilateral  programs,  either  due  to  limited  resources  or  bilateral  political  concerns. 
Yet  UNDP  aid  has  opened  societies  and  economies  where  U.S.  business  interests 
have  subsequently  flourished,  although  U.S.  development  aid  was  not  initially 
provided. 

In  recent  years,  UNDP  has  also  helped  raise  and  deliver  hundreds  of  millions 
of  dollars  worth  of  humanitarian  disaster  relief  --  most  recently  raising  almost 
$600IVI  in  pledges  at  a  round  table  on  Rwanda  chaired  by  UNDP's  Administrator, 
Gus  Speth,  and  the  Prime  Minister  of  Rwanda. 

The  harm  to  U.S.  interests  by  a  severe  cut  to  the  U.S  contribution  to  UNDP 
can  best  be  illustrated  by  viewing  the  benefit  of  UNDP  programs  to  U.S.  interests. 
Examples  of  success  include  UNDP  programs  which  initiated  economic  reform  in 
countries  like  Indonesia,  Singapore,  Thailand,  S.  Korea,  and  privatization  in 
Vietnam  and  China  --  which  thus  helped  lay  the  foundation  for  private  investment 
in  these  countries  where  U.S. business  now  flourishes.    UNDP's  recent  programs  in 
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the  CIS  are  focused  on  supporting  decentralization  and  democratic  governance, 
market  reform,  enhanced  trade,  and  human  rights  monitoring,  with  emphasis  on  all 
CIS  and  Baltic  States.    In  the  Gaza  and  West  Bank,  UNDP's  presence  of  over  17 
years  has  permitted  it  --  with  effective  support  by  the  U.S.  and  other  donors  --  to 
be  a  major  player  in  working  on  the  region's  economic  revitalization,  which  is 
critical  to  the  region's  broader  stability  and  to  the  Middle  East  peace.    The  U.S. 
business  and  investment  opportunities  created  by  these  types  of  programs  will 
undoubtably  be  hurt  by  a  radical  cut  in  the  U.S.  contribution  to  UNDP. 

In  terms  of  furthering  U.S.  fiscal  austerity  objectives,  UNDP  has,  under 
Speth's  leadership,  implemented  major  adminitrative  reform,  cutting  staff  in  NY  by 
25%,  senior  management  by  15%  and  the  administrative  budget  for  1994-1995 
by  $50M.    A  further  cut  of  $45-50M  is  projected  for  the  1996-1997  administrative 
budget. 

In  terms  of  addressing  U.S.  strategic  and  security  interests,  it  is  important  to 
understand  that  UNDP  allocates  resources  to  those  countries  which  if  not  helped 
will  be  the  greatest  drain  in  years  to  come  on  bilateral  and  multilateral  resources  to 
address  disasters,  humanitarian  crises,  ethnic  and  other  conflicts,  and  societal 
disintegration.    Specifically,  90%  of  UNDP  resources  go  to  the  poorest,  low 
income  countries,  having  annual  incomes  of  less  than  $750  per  person.  Almost 
fifty  percent  goes  to  Africa  and  35  %  to  Asia. 

Rescissions  and  fiscal  year  1996  budget  discussions  have  gone  far  in 
exploring  the  possibility  of  radical  aid  cuts.    The  controversy  over  assessed 
peacekeeping  costs  has  undeservedly  cast  a  pall  of  notoriety  over  meritorious, 
effective  UNDP  programs,  which  receive  a  modest  voluntary  contribution,  in  no 
way  rivalling  the  size  of  assessed  contributions  generally.    Simply  because  it  is 
possible  to  take  unlimited  cuts  from  voluntary  contributions  --  because  there  is  no 
treaty  obligation  to  pay,  because  there  is  no  vocal  constituency  to  balk  -   does  not 
mean  that  it  is  right.    Simply  because  the  spectre  of  suffering,  looming  conflicts, 
social  and  political  disintegration  and  migration  does  not  have  a  voice  to  attest  to 
the  price  that  will  be  paid  later,  does  not  mean  that  budget  cutting  priorities  should 
be  allowed  to  obscure  the  true  consequences. 

U.S.  national  interests  are  not  served  by  radical  cuts  to  the  U.S.'s  modest 
contribution  to  UNDP.    That  contribution  buys  the  U.S.  leadership  over  UNDP's 
total  development  budget  of  over  $1.88,  which  dollar  for  dollar  is  returned 
immediately  (at  a  ratio  of  2  to  1 )  through  UNDP's  U.S.  procurement;  it  is  returned 
many  times  over  through  the  creation  of  new  markets  for  U.S.  goods  and  services; 
and  it  will  reduce  the  cost  of  disaster,  humanitarian  and  other  crises   aid  in  years 
to  come.    The  U.S.  contribution  yields  an  extraordinary  return.    The  time  has  come 
to  have  the  courage  to  say  "no"  to  radical  cuts,  because  these  cuts  do  not  serve 
U.S.  interests,  and  because  the  United  States  cannot  afford  the  consequences. 
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Mr.  Callahan.  Mr.  Green? 

Mr.  Green,  I  guess  you  heard  me  admonish  everyone  about  the 
fact  that  we  are  under  very  serious  time  constraints.  It  is  not  to 
give  you  any  indication  that  we  are  not  just  as  concerned  about 
your  program  as  every  program  that  we  have  in  the  Congress.  But 
with  56  people  wanting  to  be  heard  and  only  one  day  in  which  to 
do  it,  I  think  you  recognize  our  problem. 
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Mr.  Green.  Good  morning,  Mr.  Chairman. 

Mr.  Chairman,  I  wish  to  thank  you  and  the  members  of  the  sub- 
committee for  providing  me  the  opportunity  to  testify  today  on  be- 
half of  the  African  Development  Foundation. 

My  name  is  Ernest  Green,  I  am  the  Managing  Director  of  Public 
Finance  for  the  Lehman  Brothers  Corporation,  located  in  Washing- 
ton. However,  I  come  to  you  today  as  an  uncompensated  Chairman 
of  the  Board  of  Directors  of  the  African  Development  Foundation. 

I  am  joined  on  my  left  by  Mrs.  Marion  M.  Dawson  of  Greenwich, 
Connecticut.  Mrs.  Dawson  is  President  and  CEO  of  Deertleld  Asso- 
ciates, a  direct  marketing  management  consulting  firm.  Ms.  Daw- 
son and  I  are  two  of  the  five  private  sector  ADF  board  members, 
and  I  might  point  out  that  we  are  bipartisan  by  charter  and  you 
have  to  guess  which  party  we  are  representing  today. 

Mr.  Chairman,  Congress  created  ADF  as  an  alternative  to  com- 
pliment the  traditional  development  assistance  programs.  ADF's 
role  is  to  bridge  the  policy  gap  and  respond  to  the  development  ini- 
tiatives of  the  grassroots  private  sector.  ADF  has  earned  credibility 
on  the  African  Continent,  because  it  is  not  reliant  upon  nor  does 
it  work  through  host  government  ministries  or  parastatals. 

The  Foundation's  reliance  on  local  initiatives  means  that  it  does 
not  impose  foreign  solutions  to  local  problems.  Communities  which 
are  truly  committed  to  improve  their  economic  and  social  condi- 
tions seek  ADF  funding  in  order  to  take  action  to  improve  them- 
selves. 

The  Foundation  consciously  fosters  participation  of  local  people 
in  all  facets  of  decision-making  which  strengthens  their  knowledge 
and  skills  and  enhances  their  management  and  planning  capac- 
ities. The  Foundation  serves  as  the  laboratory  for  innovative  devel- 
opmental approaches,  testing  different  strategies  to  maximize  sus- 
tainability,  local  control  capacity  building  and  ownership. 

Every  ADF  project  must  have  an  income-generating  component. 
Income  generation  has  a  critical  impact  on  household  savings  and 
job  creation  for  communities,  and  insures  project  sustainability 
after  ADF  funding  has  stopped. 

The  Foundation's  research  grant  program  funds  action  research 
which  is  geared  towards  improving  the  overall  quality,  efficiency 
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and  sustainability  of  community  based  projects,  and  to  resolve 
problems  which  impede  development. 

Perhaps  the  most  unique  aspect  of  the  ADF  is  that  it  does  not 
use  American  staff  in-country.  Instead,  ADF  relies  on  the  develop- 
ment expertise  of  African  development  professionals  serving  as 
country  liaison  officers,  technical  assistance  providers  and  resident 
evaluators.  As  a  result,  agency  cuts  enormous  expense  of  providing 
salary,  housing  and  other  benefits  to  ex  patriot  staff. 

The  African  professionals  perform  many  tasks  for  the  Foundation 
which  are  largely  focused  on  insuring  responsible  accounting  of 
grantee  funds.  In  fact,  prior  to  the  disbursement  of  subsequent 
funds,  grantees  must  be  able  to  account  for  the  use  of  their  prior 
disbursement.  ADF  has  cancelled  agreements  in  the  past  where  se- 
rious accountability  questions  have  arisen. 

Under  this  new  Board,  we  are  preparing  to  undergo  a  self-im- 
posed down-sizing,  looking  at  the  issue  of  overhead  and  efficiency, 
a  20  percent  reduction  in  countries  programs,  18  percent  reduction 
in  staff,  and  a  significant  reduction  in  overhead  expenses.  Savings 
from  these  exercises  will  be  transferred  directly  to  grant  funds  and 
will  strengthen  ADF's  development  programs  in  the  remaining 
countries. 

Finally,  Mr.  Chairman,  I  wish  to  address  a  question  that  has 
been  raised  on  several  occasions  before  this  subcommittee  by  the 
distinguished  gentleman  from  California,  Congressman  Ron  Pack- 
ard. If  I  had  to  start  from  zero  and  build  a  foreign  assistance  pro- 
gram, what  would  I  create? 

I  would  create  a  cost-effective  and  efficient  program  that  does  not 
create  dependency  and  demonstrates  the  responsible  use  of  limited 
foreign  assistance  dollars.  My  program  would  tap  into  the  develop- 
ment expertise  of  indigenous  professionals  and  communities  in 
order  to  empower  them  to  affect  change  in  their  own  lives. 

Most  importantly,  I  would  not  go  through  governments,  but  pro- 
vide assistance  directly  to  the  local  private  sector,  and  I  would  con- 
centrate on  long-term  development,  democracy,  and  capacity  build- 
ing. 

In  sum,  I  would  create  an  ADF  and  work  to  continue  and  im- 
prove upon  the  advances  it  has  made  in  providing  direct  develop- 
ment assistance  to  the  grassroots  over  the  past  10  years. 

I  would  like  to  conclude  my  brief  remarks,  and  I  would  like  to 
ask  my  colleague  Ms.  Dawson,  as  I  think  we  still  have  a  few  grains 
of  sand. 

Ms.  Dawson.  I  would  like  to  point  a  few  things  that  I  think 
make  this  organization  unique  and  particularly  effective,  which 
would  be  the  story  if  it  were  amalgamated  into  a  large  government 
development  assistance  organization. 

First  of  all,  our  budget  is  only  $16,900,000,  and  that  serves  many 
people  at  the  grass  roots  in  22  African  countries.  Secondly,  it  has 
the  unique  capability  of  enabling  people  to  pull  themselves  up  by 
their  own  bootstraps  by  helping  them  after  they  have  designed 
what  they  want  to  do  for  themselves.  And  people  who  have  been 
in  development  for  many  years  know  that  trying  to  impose  Amer- 
ican or  Western  solutions  upon  other  places  does  not  work,  and  it 
is  much  better  to  respond  to  what  people  can  design  themselves  for 
that  work. 
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Third,  this  organization,  I  think,  is  enabled  because  of  its  unique 
focus  to  be  particularly  sensitive  to  the  needs  of  African  women, 
which  are  unique  needs.  There  is  just  nowhere  else  in  the  world 
to  catalog  them,  but  they  are  very  significant  and,  if  African 
women  are  not  going  to  be  helped,  then  that  continent  is  not  going 
to  be  helped.  It  is  on  the  backs  of  the  women,  if  that  continent  is 
going  to  be  helped. 

Lastly,  I  want  to  say  that  I  think  this  foundation  has  a  very  spe- 
cial constituency,  which  are  the  African  Americans,  and  I  think 
that  is  really  wonderful,  because  the  African  Americans  by  and 
large  have  not  had  the  same  opportunities  as  other  groups  to  be 
tied  to  their  homeland,  and  such  ties  are  very  important  to  self-es- 
teem. It  is  important  to  how  one  thinks  about  one's  self  and,  there- 
fore, the  benefits  from  this  really  come  back  to  the  American  com- 
munity, where  people  can  have  dignity  and  be  proud  of  where  they 
came  from. 

Mr.  Callahan.  We  appreciate  very  much  your  comments  and 
your  philosophy,  as  well.  I  think  the  committee  shares  your  views 
about  the  private  sector  being  able  to  do  a  better  job  than  the  gov- 
ernment sector. 

We  appreciate  the  fact  that  you  are  volunteers  and  serving  on 
this  board,  and  we  appreciate  your  testimony  this  morning. 

Mr.  Dawson.  Mr.  Chairman,  one  other  thing.  I  just  wanted  to 
say  we  are  now  in  conversation  with  private  corporations  for  joint 
ventures.  We  uniquely  can  receive  private  funds,  so  that  is  impor- 
tant. 

Thank  you. 

Mr.  Green.  Thank  you,  Mr.  Chairman. 

Mr.  Callahan.  Thank  you. 

Glenn,  in  case  you  have  not  heard,  we  have  a  5-minute  rule. 

Mr.  English.  I  assumed  that  was  the  case  before  I  came  in,  and 
I  appreciate  it. 

Mr.  Callahan.  If  you  have  anything  nice  to  say  about  me,  we 
will  not  start  your  time  until  after  you  say  it.  We  will  submit  your 
statement  for  the  record.  [Laughter.] 

[The  information  follows:] 
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Mr.  Chairman,  I  wish  to  thank  you  and  the  distinguished  Members  of  the 
Subcommittee  for  providing  me  the  opportunity  to  testify  today  on  behalf  of  the 
African  Development  Foundation  (ADF). 

My  name  is  Ernest  Green,  I  am  the  Managing  Director  of  Public  Finance  for  the 
Lehman  Brothers  Corp.,  Washington,  D.C.  However,  I  come  before  you  as  the 
Chairman  of  the  Board  of  Directors  of  the  African  Development  Foundation. 

I  am  joined  by  Mrs.  Marion  M.  Dawson  of  Greenwich,  Connecticut.  Mrs.  Dawson  is 
the  President  and  CEO  of  Deerfield  Associates,  a  Direct  Marketing  Management 
Consultant  firm.  Mrs.  Dawson  and  I  are  two  of  the  four  private  sector  ADF  Board 
members. 

Rationale  for  Federal  Role 

Today,  1  wish  to  talk  about  the  role  of  the  Foundation  in  United  States  foreign  policy. 
Back  in  the  late  1970's  when  ADF  was  first  introduced  to  the  Congress,  a  need  existed 
for  a  small  flexible  agency  to  provide  development  assistance  directly  to  grassroots 
communities  in  Africa. 

It  was  believed  that  large  traditional  development  assistance  schemes  created  funding 
"gaps".  Smaller  projects  designed  by  community-based  groups  and  individuals  were 
being  marginalized  because  of  the  structural  inability  of  large  organizations  to  respond 
to  relatively  small  requests  for  assistance. 

Larger  donor  agencies  were  also  unable  to  respond  rapidly  and  effectively  to  the 
various  exigencies  that  arise  during  the  life  of  development  projects— particularly  in  the 
African  context. 

Development  Grant  Program 

ADF  was  created  as  an  alternative  to  traditional  development  assistance  programs. 
ADF  instituted  a  bottom  up,  participatory  approach  to  African  development,  relying 
on  the  recipient  of  assistance  to  design  and  implement  their  own  strategies  to  resolve 
their  problems  and  promote  their  economic  progress. 

ADF  has  great  credibility  on  the  African  continent  because  it  is  not  reliant  upon,  nor 
does  it  work  through  host  government  mini.stries  and  parastatals.  ADFs  independence 
from  host  government  authority  provides  grantees  the  independence  and  freedom 
necessary  to  be  the  engineers  of  their  own  community  and  economic  development. 

The  Foundation's  reliance  on  local  initiative  means  that  it  does  not  impose  outside 
solutions  on  local  problems.  Communities  who  are  truly  committed  to  improving  their 
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economic  and  social  situations  seek  ADF  funding  in  order  to  take  action  to  improve 
themselves. 

The  Foundation  consciously  fosters  participation  of  local  people  in  all  facets  of 
decision-making,  which  strengthens  their  knowledge  and  skills,  and  enhances  their 
management  and  planning  capacity.  This  produces  a  significant  benefit,  a  sense  of 
project  ownership  that  is  instilled  in  grantees.  Project  ownership,  in  turn,  is  a  vital 
element  in  ensuring  that  ADF's  minimal  financial  investments  pay  off  in  substantial, 
long  term  improvements  in  the  economic  condition  of  grant  recipients. 

The  Foundation  serves  as  a  laboratory  for  innovative  development  approaches,  testing 
different  strategies  to  maximize  sustainability,  local  control,  and  capacity  building. 
Today,  approaches  u.sed  by  ADF  which  have  proved  their  value  are  being  used  by 
other  development  organizations,  public  and  private,  in  project  identification,  design, 
and  implementation. 

Income  Generation 

ADF  works  very  hard  to  help  gremtees  realize  the  significance  of  income  generation  to 
development.  In  fact,  every  ADF  project  must  have  an  income  generating  component. 
Income  generation  has  a  critical  impact  on  household  savings  and  job  creation  for 
communities,  and  insures  project  sustainability  after  ADF  funding  is  completed. 

Action  Research 

The  Foundation's  research  grant  program  is  designed  to  fund  "action"  research,  which 
is  geared  toward  improving  the  overall  quality,  efficiency,  and  sustainability  of 
community  based  projects,  and  to  resolve  problems  which  act  as  impediments  to 
development. 

Research  is  carried  out  with  community  participation  in  order  for  the  researcher  to 
better  understand  and  document  the  issues  which  confront  people  at  the  grassroots 
level. 

ADF  expects  researchers  to  explore  problems  and  provide  concrete  recommendations 
that  will  be  u.seful  to  project  designers  and  implementors,  and  donor  organizations,  and 
government  officials  involved  in  grassroots  development. 

In-Country  Program  support 

Perhaps  the  most  unique  aspect  of  the  African  Development  Foundation  is  that  it  does 
not  use  American  staff  in-country.  Instead,  ADF  relies  on  the  development  expertise 
of  a  network  of  indigenous  African  professionals,  serving  as  Country  Liaison  Officers, 
technical  assistance  providers  and  Resident  Evaluators. 
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Country  Liaison  Officers  (CLOs)  are  responsible  for  a  myriad  of  tasks  which  must  be 
performed  to  support  grassroots  applicants  and  grantees  in  project  design  and 
implementation. 

Because  most  ADF  grantees  have  never  managed  funds  of  any  magnitude,  or  for  that 
matter,  have  never  had  a  bank  account,  ADF  must  provide  accounting,  numeracy, 
literacy  and  other  related  training  to  ensure  accountability,  standardization  and  good 
project  and  financial  management.  It  is  the  role  of  the  CLO  to  identify  and  monitor 
local  technical  assistance  providers  to  ensure  that  these  services  are  properly  provided. 

ADF  also  operates  a  Resident  Evaluators  Network,  where  African  development 
professionals  are  assigned  to  projects  at  an  early  stage  and  to  help  grantees  to  develop 
the  organizational  capacity  which  will  allow  them  to  understand  and  better  analyze 
obstacles  to  the  successful  implementation  of  their  projects. 

To  my  knowledge,  ADF  is  the  only  organization— public  or  private-which  relies 
exclusively  on  Africans  to  empower  other  Africans  to  participate  in  the  economic 
growth  of  their  communities. 

ADF  New  Directions 

Mr.  Chairman,  1  realize  that  America  faces  hard  choices  regarding  foreign  assistance 
and  the  continued  role  of  the  U.S.  Government  in  pursuing  sustainable  development. 
However,  the  Board  of  Directors  maintains  that  ADF's  grassroots  approach  remains  a 
valid  priority  for  U.S.  foreign  assistance. 

Soon  after  assuming  my  Chairmanship  last  summer,  the  ADF  staff  briefed  me  on  the 
Vice-President's  National  Performance  Review  (NPR).  As  a  private  sector  person,  my 
primary  concern  is  the  effective  delivery  of  goods  and  services  to  customers. 

Once  1  had  the  opportunity  to  review  the  document,  1  contacted  the  other  Board 
Members  and  the  staff  and  inquired  whether  we  could  do  more  with  fewer  resources 
and  still  be  effective  in  our  mission. 

1  never  took  into  consideration  the  political  change  that  was  about  to  sweep  the 
country,  but  in  hindsight,  the  Foundation  staff  responded  in  an  exemplary  manner. 

What  we  eventually  came  up  with  was  a  plan  to  streamline  ADFs  operations, 
eliminate  several  staff  positions,  reorganize  functions  for  efficiency  and  cost- 
effectiveness,  and  reduce  the  number  of  countries  in  which  we  op)erate.  To  be  sure, 
Mr.  Chairman,  our  plan  went  beyond  our  NPR  mandate  and  represents  a  forward 
looking  agency  approach. 
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ADF  is  now  preparing  to  undergo  a  self-imposed  reduction  in  force  (REF),  and  to 
phase  out  at  least  four  country  programs  in  Africa. 
ADF  will  be  going  into  Fiscal  Year  1996  with: 

•  a  20%  reduction  in  country  programs; 

•  an  I  X%  reduction  in  staff;  and 

•  a  significant  reduction  in  overhead  expenses. 

The  savings  from  this  exercise  will  be  transferred  directly  into  grant  funds,  and  will 
strengthen  ADF's  development  prgrams  in  the  remaining  countries. 

Mr.  Chairman,  1  wish  to  address  a  question  that  has  been  raised  on  several  occasions 
before  this  Subcommittee  by  Rep.  Ron  Packard  (R-Ca.)  If  I  had  to  start  from  zero  and 
build  a  foreign  assistance  program,  what  would  I  create? 

My  response  would  be  to  create  a  cost-effective  and  efficient  program  that  does  not 
create  dependency  and  demonstrates  the  appropriate  use  of  limited  foreign  assistance 
dollars. 

My  program  would  tap  into  the  development  expertise  of  indigenous  professionals  and 
communities  in  order  to  empower  them  to  affect  change  in  their  own  lives. 

Most  importandy,  1  would  not  go  through  the  host  government,  but  provide  assistance 
directly  to  the  private  sector.  And  I  would  concentrate  on  long-term  development  and 
capacity  building. 

In  sum,  1  would  create  an  ADF  and  work  to  continue  and  improve  upon  the  advances  it 
has  made  in  providing  direct  development  assistance  to  the  grassroots  over  the  past  10 
years. 
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Thursday,  March  30,  1995. 

NATIONAL  RURAL  ELECTRIC  COOPERATIVE 
ASSOCIATION 

WITNESS 

GLENN   ENGLISH,    EXECUTIVE   VICE   PRESIDENT,   NATIONAL   RURAL 
ELECTRIC  COOPERATIVE  ASSOCIATION 

Mr.  English.  Thank  you  very  much,  Mr.  Chairman. 

For  the  record,  I  am  Glenn  English  for  the  National  Rural  Elec- 
tric Cooperative  Association,  representing  nonprofits  consumer- 
owned  cooperatives  in  46  States,  some  25  million  consumer  owners 
of  those  cooperatives. 

As  I  know,  the  committee  is  very  familiar  with  the  fact  that 
NRECA  has  an  international  program  that  has  been  in  existence 
for  some  35  years  and  basically  extends  the  model  of  rural  elec- 
trification that  we  have  had  in  this  country  to  other  countries 
around  the  world. 

I  know  that  this  is  a  very  difficult  time  for  the  committee,  as  the 
Congress  looks  for  cuts  and  reductions  to  make  to  try  to  meet  the 
shortfalls  that  they  have  in  the  way  of  revenue  coming  in  and  look- 
ing everywhere,  as  it  rightly  should,  in  each  and  every  program 
and  trying  to  determine  the  justification  there  to  continue  that  pro- 
gram. 

With  regard  to  the  program  and  the  cooperation  we  have  with 
the  U.S.  Agency  for  International  Development  for  the  past  35 
years,  I  discussed  this  matter  with  one  of  our  people  that  is  with 
our  international  program,  a  fellow  by  the  name  of  Bob  Schiller, 
who  is  from  Ohio.  We  have  people  from  our  cooperatives  locally 
that  go  out  throughout  the  world  and  assist  these  countries 
throughout  the  international  program.  Bob  is  from  West  Union, 
with  Adams  Electric  Cooperative  there,  and  he  has  recently  been 
in  Bangladesh  and  he  relayed  to  me  a  story  about  when  he  went 
home  to  West  Union  and  talked  with  some  folks  around  the  local 
coffee  shop  and  they  were  talking  about  this  program  and  the  work 
they  did. 

One  of  his  friends  there  I  think  probably  stated  this  as  well  as 
any  member  of  Congress  possibly  could.  He  just  asked  him  what 
do  we  get  out  of  all  this?  What  does  this  really  mean  to  us,  the  in- 
vestment that  we  are  making  in  Bangladesh  through  the  AID  pro- 
gram and  the  work  of  the  cooperatives?  Isn't  this  basically  just 
pouring  more  sand  in  the  desert. 

I  know  that  a  lot  of  members  have  had  that  question  over  the 
years.  I  had  it  when  I  was  a  member  of  Congress.  Bob's  response 
was  that  he  thought  that  they  had  a  tremendous  success  story  to 
tell  on  Bangladesh.  They  brought  electric  power  to  some  5  million 
people  there.  That  has  provided  comfort  and  security,  economic  op- 
portunity, health  and  schooling,  and  for  most  of  these  folks  it  is  the 
first  real  taste  of  democracy,  since  these  were  all  cooperatives  and, 
of  course,  they  are  very  democratic  organizations  as  such. 

The  thing  that  really  got  down  to  brass  tacks  beyond  all  of  the 
good  works  that  we  have  done  is  what  this  has  really  meant  to  peo- 
ple in  this  country,  what  it  has  meant  to  people  in  the  form  of  jobs. 
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What  Bob  pointed  out  was  in  Bangladesh,  in  just  4  years,  they 
have  purchased  through  their  45  electric  cooperatives  in  that  coun- 
try, they  have  purchased  more  than  $59  million  worth  of  wood  util- 
ity poles,  connectors,  switches,  meters,  tools  and  other  equipment 
from  manufacturers  here  in  the  United  States.  It  also  should  be 
understood,  of  course,  that  as  that  country  continues  to  develop 
economically,  they  are  going  to  be  in  the  position  to  purchase  even 
more  products  from  the  United  States. 

To  again  put  this  in  a  little  different  perspective,  as  they  begin 
to  expand  their  works  in  Bangladesh  and  as  they  bring  electricity 
in  different  parts  of  that  country,  they  are  also  instilling  U.S. 
standards,  because  these  are  standards  that  are  developed  down 
hare  by  the  Rural  Utility  Service  which,  of  course,  has  taken  place 
of  the  REA.  These  are  U.S.  standards.  So  that  any  kind  of  repairs, 
any  kind  of  improvements  that  are  made  in  the  future,  again  we 
can  expect  that  U.S.  manufacturers  are  going  to  be  the  people  who 
are  going  to  benefit  from  that  and,  of  course,  that  is  going  to  create 
jobs  throughout  this  country. 

Bangladesh  I  think  is  particularly  of  interest,  because  of  the  fact 
that  in  1978,  when  we  first  started  putting  some  resources  in  Ban- 
gladesh, it  was  felt  at  that  time  that  the  chances  of  success  in  Ban- 
gladesh were  very,  very  slim.  We  were  really  about  the  only  people 
who  were  willing  to  go  into  that  country  at  that  particular  time. 
Since  that  period,  since  1978,  we  have  invested  some  $200  rriillion 
in  that  country. 

What  is  significant  is  that  it  has  attracted  money  from  other 
countries,  investment  from  other  countries.  We  have  had  invest- 
ments since  then  from  Finland,  Japan,  Kuwait,  Canada,  Saudi  Ara- 
bia, Norway,  the  World  Bank,  the  Asian  Development  Bank,  and 
the  Islamic  Development  Bank.  They  have  invested  $2.50  for  every 
dollar  that  the  United  States  has  invested  through  this  year.  That 
has  meant  as  far  as  just  on  the  electrification  side  and  what  the 
cooperatives  have  been  able  to  do  in  that  area  in  boosting  food  pro- 
duction for  those  people. 

They  have  been  able  now  to  install  some  36,000  irrigation  pumps 
throughout  Bangladesh  and  it  has  also  brought  power  for  some 
20,000  new  industries  throughout  rural  areas  of  Bangladesh.  That 
has  in  fact  made  a  significant  contribution,  obviously,  to  what  is  a 
developing  economy  within  Bangladesh,  and  again  increases  their 
potential  that  they  are  going  to  be  able  to  make  purchases  from 
abroad,  and  particularly  purchases  from  the  United  States. 

I  might  say  that  while  the  model  that  was  used  here  in  the  Unit- 
ed States  in  bringing  electrification  to  70  percent  of  the  land  mass 
of  the  United  States  where  nobody  else  would  go  to  serve,  none  of 
the  investor-owned  cooperatives  would  go  in  and  make  investments 
in  these  rural  areas,  that  particular  model,  of  course,  is  being  used 
in  the  rural  areas  of  the  countries. 

We  have  worldwide  today  some  59  people  from  rural  electric  co- 
operatives scattered  throughout  the  United  States,  small  rural  co- 
operatives that  have  volunteered  to  go  overseas  and  participate  in 
this  program,  and  it  has  obviously  been  extremely  successful 
throughout  the  35  years. 

We  have  throughout  this  history  had  some  400  people  who  have 
gone  to  65  countries,  and  to  date  we  have  had  some  32  million  peo- 
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pie  around  the  world  who  today  have  electric  power  in  their  homes 
that  would  not  have  it  otherwise.  That  is  more  people  than  are 
being  served  by  rural  electric  cooperatives  in  the  United  States 
today  as  a  result  of  this  program. 

Mr.  Chairman,  in  the  interest  of  time,  I  am  not  going  to  go 
through  an  overview  of  some  of  the  activities  that  have  taken 
place.  That  is  in  my  statement  for  the  members  of  the  committee 
to  review  at  their  leisure. 

I  would  also  simply  refer  to  a  statement  that  was  made  recently 
by  the  former  Ambassador  to  the  United  States  from  the  Phil- 
ippines, Emmanuel  Pelaez,  who  said  that  rural  electrification — and 
this  is  a  direct  quote — "was  the  first  show  of  what  the  people  can 
do  if  you  do  not  dictate  to  them,  but,  instead,  support  them."  To 
me,  it  is  one  of  the  most  significant  aid  projects  the  United  States 
and  our  people  know  about. 

I  would  also  point  out  that  this  is  done  with  very  little  invest- 
ment of  U.S.  dollars.  It  is  also  done  with  a  great  deal  in  the  way 
of  contributions  of  not  only  manpower,  but  equipment  by  rural  elec- 
tric cooperatives  in  the  United  States.  This  last  year,  we  had  some 
$1.5  million  worth  of  equipment  and  supplies  that  came  from  co- 
operatives here  in  the  United  States  that  supported  and  assisted 
the  efforts  of  our  people  overseas. 

[The  information  follows:] 
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National  Rural  Electric 
Cooperative  Association 

1800  Massachusetts  Avenue.  N.W 
Washington,  DC.  20036-1883 
Telephone:  (202)  857-9500 
TT- (202)  857-2180 
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Glenn  English 
Executive  Vice  President 

National  Rural  Electric  Cooperative  Association 
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Committee  on  Appropriations 

Subcommittee  on  Foreign  Operations 

March  30,  1995 


EXECUTIVE  SUMMARY:    Rural  electrification  is  one  of  America's  most  popular  and 
productive  exports.   The  35-year  partnership  of  NRECA  and  the  U.  S.  Agency  for 
International  Development  (USAID)  is  an  exemplary  model  of  successful  U.  S.  foreign  policy. 
This  partnership  has  resulted  in  bringing  electricity  to  32  million  people  around  the  world, 
and  in  the  creation  of  jobs  and  demand  for  U.  S.  products  and  services. 

NfRECA  is  currently  involved  in  projects  from  Bangladesh  to  Bolivia,  Ghana  to  El  Salvador 
and  Costa  Rica  that  bring  training  to  rural  utility  operations  professionals,  help  build 
distribution  systems  and  generating  facilities,  assist  in  regulatory  reform,  help  develop  markets 
for  renewable  energy  resources,  providing  opportunities  for  rural  electric  professionals  in  the 
United  States  to  utilize  their  experience  and  expertise  in  rural  electric  systems  abroad  and 
opportunities  for  rural  electric  systems  to  refiirbish  and  donate  'used  equipment  to  rural 
systems  in  developing  countries. 

Rural  electrification  projects  abroad  are  able  to  leverage  federal  dollars.    In  Bangladesh  alone, 
initial  success  in  electrifying  rural  areas  has  resulted  in  an  investment  from  other  sources  of 
$2.50  for  every  one  dollar  from  the  U.  S. 

We  urge  Congress  to  consider  these  successes  in  its  budget  deliberations  for  Fiscal  Year  1996 
and  beyond. 
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Statement  of  Glenn  English  page  2 

Chairman  Callahan.  Members  of  the  Committee,  for  the  record  I  am  Glenn  English,  Executive 
Vice  President  of  the  National  Rural  Elecnnc  Cooperative  Association  (NRECA),  the  national 
association  of  1.000  consumer-owned,  not-for-profit  cooperative  rural  electric  systems  that 
provide  electric  power  to  more  than  25  million  Americans  in  46  states.    I  am  pleased  to 
submit  this  testimony  on  behalf  of  those  systems  and  their  consumers. 

NRECA,  through  its  International  Programs  Division,  has  been  a  partner  with  the  U.S. 
Agency  for  International  Development  for  35  years  in  exporting  the  REA  model  of  rural 
electrification  to  countries  around  the  world. 

As  we  debate  the  need  for  foreign  aid  and  question  the  benefits  we  derive  at  home  from  such 
investment,  I  call  your  attention  to  a  conversation  I  had  recently  with  Bob  Schiller  of  our 
international  division  staff. 

Bob  Schiller  works  in  Bangladesh  where  he  manages  our  ten-man  rural  electrification  project. 
Bob  was  recently  back  in  the  U.S.  on  leave  and  while  at  home  he  met  a  group  of  friends  at 
die  local  coffee  shop. 

After  asking  about  Bob  and  his  family,  the  conversation  soon  turned  to  the  aid  sent  by  the 
United  States  to  developing  countries  like  Bangladesh.    One  of  Bob's  friends  leaned  across 
the  table  and  asked,  'Just  what  do  we  get  for  all  this?    Isn't  it  like  putting  more  sand  in  the 
desert?' 

It's  a  good  question,  one  I  might  have  asked  myself 

Bob  replied,  no,  not  at  all.  The  rural  electric  program  in  Bangladesh  is  a  tremendous  success 
story,  he  explained.    It  brings  electric  power  to  some  five  million  people.    And  not  just 
electric  power  but  comfort  and  security,  economic  opportunity,  better  health  and  schooling 
and  for  most  the  first  taste  of  true  democracy  as  voting  member-owners  of  their  electric 
cooperatives. 

Then  Bob  got  down  to  brass  tacks.  In  just  the  past  four  years,  he  pointed  out,  those  45 
electric  co-ops  have  purchased  more  than  $59  million  of  wood  utility  poles,  connectors, 
switches,  meters,  tools  and  other  equipment  from  manufacturers  in  the  U.S.         Bob's  friends 
are  pretty  smart  and  they  quickly  figured  out  the  trickle-down  effect  in  the  local  economies 
where  these  manufacturers  are  located.    For  the  first  time,  some  of  them  realized  that  a  rural 
electric  program  in  Bangladesh  also  meant  jobs  for  U.S.  citizens. 

Bob  told  his  friends  that  when  the  project  started  in  1 978,  few  of  the  so-called  experts 
thought  it  could  succeed.   Only  the  U.S.  was  willing  to  offer  any  financing. 

To  date,  the  U.S.  Agency  for  International  Development  has  put  approximately  $200  million 
into  the  rural  electtification  program  of  Bangladesh,  mostly  in  its  early  years.  A  measure  of 
the  program's  success  is  the  funding  it  has  gone  on  to  attract  from  Finland,  Japan,  Kuwait, 
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Canada,  Saudi  Arabia,  Norway,  the  World  Bank,  the  Asian  Development  Bank  and  the 
Islamic  Development  Bank  -  an  investment  of  $2.50  for  every  one  dollar  from  the  U.S. 

Bangladesh  is  still  a  poor  country.    But  its  growing  rural  electrification  program  is  making  a 
difference.    The  rural  electric  cooperatives  have  helped  boost  food  production  through  the 
installation  of  36,000  irrigation  pumps.    The  co-ops  bring  power  to  20,000  rural  industries 
that  would  not  exist  without  electricity. 

With  an  economy  growing  at  eight  percent  per  year,  and  with  a  population  of  120  million, 
Bangladesh  has  the  potential  to  become  a  giant  market  for  U.S.  consumer  goods. 
^^lECA  represents  60  years  of  technical  and  managerial  expertise  accumulated  by  the 
cooperative  rural  electrification  program  of  the  U.S.     With  a  guiding  hand  from  the  Rural 
Electrification  Administration,  rural  Americans  formed  private  cooperative  power  companies 
to  bring  electricity  to  the  to  the  70  percent  of  the  U.S.  ignored  by  the  investor-owned  utilities. 
NRECA  shares  this  same  REA  model  of  community  organization  and  technical  specifications 
with  the  developing  world.    The  vast  majority  of  our  advisors  come  from  those  domestic 
cooperatives.    Working  directly  with  rural  people  in  the  host  countries,  NRECA  advisors 
impart  a  unique  blend  of  technical  utility  expertise  and  the  knowledge  of  how  to  organize 
rural  people  to  help  themselves. 

Electrification,  while  taken  for  granted  in  this  country,  has  a  critical  role  in  developing 
economic  opportunity  and  stability  in  the  rest  of  the  world,  where  the  World  Bank  tells  us 
almost  two  billion  people  live  without  electricity. 

Without  electric  power,  the  gap  between  developed  and  developing  countries  is  nearly 
unbridgeable.    Without  electricity,  there  is  little  to  sustain  a  competitive,  modem  economy 
that  creates  jobs;  there  are  limited  means  to  pump  potable  water  or  fuel  more  than  a 
subsistence  agriculture,  and  health  care  and  education  suffer.    Without  widespread,  reliable, 
affordable  electricity,  developing  countries  will  not  have  the  means  to  break  out  of  poverty  to 
become  good  trading  partners  and  active  participants  in  the  global  economy. 

Beyond  that,  without  the  development  dependent  upon  electrification,  the  problems  of  over- 
population, environmental  degradation  and  warfare  festering  in  other  parts  of  the  world  more 
and  more  will  become  our  problems. 

NRECA  is  the  ideal  vehicle  for  the  delivery  of  U.S.  foreign  assistance~a  private  organization 
with  a  well-defined  mission  and  a  track  record  of  getting  results.  NRECA  has  sent  nearly  400 
advisors  on  assignment  to  65  countries.    Approximately  32  million  people  around  the  world 
have  power  in  their  homes  as  a  direct  result  of  NRECA's  efforts. 

In  recent  years,  NRECA  has  diversified  its  international  activities  in  response  to  changing 
needs,  while  remaining  true  to  its  basic  mission  of  building  the  economic  and  social  well- 
being  of  rural  communities  through  electrification. 
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Here  is  a  brief  overview  of  some  of  our  current  activities: 

•  We  are  assisting  the  Rural  Electrification  Board  and  seven  co-ops  in  Bangladesh 
build  a  co-op-owned  generating  plant  in  response  to  national  energy  shortages. 

•  We  have  become  a  leader  in  the  development  of  renewable  energy  resources  in  Latin 
America,  opening  markets  for  U.S.  solar,  biomass  and  wind  power  industries. 

•  In  El  Salvador,  we  are  rebuilding  the  infrastructure  and  economy  of  former  war 
zones.  Also  in  El  Salvador  and  Bolivia,  we  are  developing  revolving  funds  and  oversight  for 
future  rural  electrification. 

■  We  conduct  extensive  training  courses  in  the  U.S.  and  overseas  in  every  aspect  of 
rural  electric  utility  operations  for  professionals  from  more  than  30  countries. 

•  We've  just  concluded  a  comprehensive  project  in  Central  America  that  helped 
governments  greatly  improve  the  condition  of  existing  utilities,  emphasizing  improvements  in 
energy  efficiency,  construction  standards  and  the  productive  uses  of  electricity.    We  also 
engineered  the  first  attempts  to  privatize  inefficient  government  utilities. 

■  In  Costa  Rica,  we  have  guided  a  comprehensive  regulatory  reform  effort,  as  well  as 
a  strengthening  of  the  federation  of  rural  electric  cooperatives. 

•  We're  assisting  Ghana  in  developing  an  effective  productive  uses  of  electricity 
program. 

•  We've  partnered  with  strong  co-ops  in  Bolivia  as  they  assist  weaker  co-ops  and 
spread  rural  electrification  powered  by  renewables  and  natural  gas.    Also,  we've  energizing 
27  legitimate  industries  as  well  as  schools  and  hospitals  in  the  coca-growing  region 
(Chapare),  where  local  institutions  are  matching  the  U.S.  investment  at  a  two  to  one  ratio. 

•  In  the  Philippines,  where  NRECA  in  the  1970s  helped  develop  a  nationwide  system 
of  rural  electric  co-ops  that  today  serves  20  million  people,  we  are  assisting  in  materials 
handling  and  reduction  of  line  losses. 

■  We  are  coordinating  a  rapidly  expanding  donated  equipment  and  materials  program, 
funneling  millions  of  dollars  worth  of  used  and  surplus  electrical  equipment  from  U.S. 
utilities  to  rural  electrification  projects  around  the  world.    In  1994  alone,  material  and 
equipment  repaired  and  restored  to  prime  operating  condition  and  valued  at  $1.4  million  was 
donated  by  stateside  rural  electric  systems  to  rural  electric  systems  overseas. 

•  NRECA's  Sister  Cooperatives  program  is  steadily  expanding,  matching  electric  co- 
ops in  the  U.S.  with  rural  utilities  overseas,  in  exchanges  of  information,  equipment  and 
personnel. 
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•  We  are  offering  more  and  more  opporrunities  for  U.S.  co-op  employees  to  lend 
expert  assistance  to  overseas  projects  on  a  volunteer  basis.    We  also  offer  volunteer  service 
on  self-help  village  electrification  projects,  paid  for  through  our  international  foundation  by 
donations  from  co-op  members. 

One  factor  to  be  considered  in  the  export  of  rural  electrification  is  the  adherence  to 
engineering  standards  established  by  the  Rural  Utilities  Service,  the  successor  to  the  Rural 
Electrification  Administration.    This  enables  volunteers  ft"om  mral  electric  systems  in  the 
United  States  to  visit  a  rural  electric  system  practically  anywhere  in  the  worid  and  encounter 
the  same  kind  of  construction  and  configuration  they  would  find  in  their  local  cooperatives. 
The  utilization  of  these  engineering  standards  affords  American  manufacturers  accustomed  to 
meeting  those  standards  additional  opportunity  to  export  products. 

In  developing  global  credibility  in  rural  electrification  over  the  past  35  years,  NRECA  has 
worked  with  great  flexibility  with  USAID.  Together  we've  won  friends  and  influence  on 
behalf  of  the  United  States. 

Former  Ambassador  to  the  U.S.  Emmanuel  Pelaez  of  the  Philippines  said  in  a  recent 
interview,  "Rural  electrification  was  the  first  show  of  what  the  people  can  do  if  you  do  not 
dictate  to  them  but  instead  support  them.. .To  me,  it's  one  of  the  most  significant  aid  projects 
of  the  United  States  and  our  people  know  that.    Thanks  to  you,  we've  been  able  to  make  this 
country  stronger  by  making  the  people  the  masters  of  their  own  destiny." 

Mr.  Chairman,  we  all  understand  that  when  the  resources  of  the  federal  government  are 
limited,  it  is  right  and  necessary  to  examine  every  expenditure,  every  line  item,  to  determine 
which  of  those  expenditures  best  serves  the  interests  of  the  United  States  and  its  people. 

It  is  also  right  and  necessaiy,  during  these  considerations,  to  evaluate  where  the  American 
taxpayer  gets  the  biggest  bang  for  the  buck.    I  believe  that  the  record  of  cooperative  rural 
electrification,  in  partnership  with  the  U.  S.  Agency  for  International  Development,  provides  a 
model  for  the  kind  of  investment  America  should  make  overseas.    Rural  electrification  is  one 
of  America's  most  popular  and  most  productive  exports. 

The  rewards  are  significant  and  permanent  and  serve  to  help  fijlfill  simultaneously  several 
goals  of  U.  S.  foreign  policy,  among  them  economic  growth  and  development  of  markets 
abroad  for  American  manufacturers  and  producers. 

I  would  be  happy  to  answer  any  questions. 
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Mr.  Callahan.  Glenn,  we  appreciate  that.  We  appreciate  your 
statement,  and  we  will  put  your  full  statement  in  the  record. 

I  do  not  know  of  a  better  way  to  spread  the  word  about  democ- 
racy than  through  the  concept  of  the  rural  electric  cooperative  sys- 
tem that  we  have  in  this  country.  We  applaud  what  you  have  done. 
It  is  nice  to  know  that  there  is  life  after  Congress.  It  is  good  to  see 
you,  and  thank  you  for  coming. 

Mr.  English.  It  is  good  to  see  you  again,  Mr.  Chairman. 

Mr.  Callahan.  Thank  you  very  much. 

Congressman  Walsh? 


Thursday,  March  30,  1995. 
FOREIGN  ASSISTANCE  FUNDING 

WITNESS 

HON.  JAMES  T.  WALSH,  A  REPRESENTATIVE  IN  CONGRESS  FROM  THE 
STATE  OF  NEW  YORK 

Mr.  Walsh.  Good  morning,  Mr.  Chairman.  Mr.  Wilson,  it  is  good 
to  see  you. 

Thank  you  for  giving  me  the  opportunity  to  testify  today.  I  have 
a  statement  that  I  would  ask  be  added  to  the  record,  and  I  will  try 
to  paraphrase  it.  I  am  sure  you  have  lots  of  witnesses.  I  have  been 
through  what  you  are  going  through  right  now  for  several  weeks 
now. 

First  of  all,  I  would  like  to  talk  about  two  items  if  I  may.  One 
is  a  piece  of  legislation  that  I  have  cosponsored  with  my  good 
friend  Tony  Hall  referred  to  as  the  James  P.  Grant  World  Summit 
for  Children  Implementation  Act.  As  I  am  sure  you  are  familiar, 
this  is  something  that  this  committee  has  supported  over  the  years. 
It  is  federally  appropriated  dollars  used  in  foreign  aid  to  support 
child  health  throughout  the  world,  and  it  is  supported  in  this  coun- 
try by  a  number  of  organizations. 

Results  is  one  of  them.  They  work  very  closely  with  me  and  with 
Mr.  Hall,  and  I  think  as  you  probably  remember,  there  is  a  Results 
group  in  every  congressional  district  and  they  are  very  dedicated 
people.  Like  you,  they  have  these  kids  uppermost  in  their  minds 
and  they  have  had  some  great  progress  over  the  years,  thanks  to 
the  support  of  this  subcommittee. 

Just  to  give  you  an  idea,  back  in  the  early  1980's,  child  immuni- 
zation worldwide  was  only  at  about  20  percent.  This  has  been  in- 
creased to  over  80  percent  because  of  the  World  Summit  for  Chil- 
dren which  the  United  States  participated  in  and  the  commitments 
that  were  made.  We  are  now  at  close  to  80  percent  immunization, 
and  that  resulted  in  the  saving  of  lives  of  3,000,000  kids  a  year. 
It  is  a  remarkable  and  astounding  figure. 

Since  the  World  Summit  for  Children,  other  additional  activities, 
immunization,  rehydration,  we  are  all  familiar  with  Gatoraid.  Basi- 
cally, it  is  a  Gatoraid-like  product  that  is  provided  to  kids  through- 
out the  world,  because  water  is  so  critical  to  rehydrate  these  kids 
when  they  have  diarrhea,  infections,  and  so  on. 

It  is  a  fairly  straightforward  program,  not  unlike  the  Vitamin  A 
program  which  is  used  to  not  only  prevent  blindness  in  kids,  but 
also  protects  the  immune  system  of  kids,  and  these  additional  ac- 
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tivities  are  saving  additional  millions  of  lives.  So  it  is  a  very  impor- 
tant expenditure,  a  high  priority,  and  it  absolutely  get  results. 
There  is  no  waste  in  this  program. 

I  cannot  say  that  for  a  fact,  but  based  on  what  I  have  of  the  re- 
sults of  this,  there  is  no  waste.  It  is  a  program  that  is  funded 
through  AID.  We  are  asking  for  an  increase.  We  will  leave  that  to 
your  discretion,  where  you  find  it  and  how  you  move  it  around,  but 
basically  it  is  another  demand  upon  very  scarce  Federal  dollars, 
but  it  is  as  high  priority  item  and  I  urge  your  support. 

The  second  is  something  that  my  heritage  tends  me  to  support 
this  area.  The  Speaker  just  recently  appointed  me  as  Chairman  of 
the  Friends  of  Ireland,  and  I  am  here  also  on  behalf  of  that  group 
to  ask  for  your  continued  support  for  the  International  Fund  for 
Ireland.  This  is  an  international  fund,  and  the  United  States,  Can- 
ada, Australia  and  other  countries  support  this.  I  think  we  are  the 
heaviest  contributor  of  just  about  $20  million.  The  President  has 
asked  for  a  $10  million  increase,  which  I  also  support. 

As  you  all  know,  this  is  a  very  critical  time  in  Ireland's  history. 
There  has  been  a  period  that  actually  goes  back  800  years  when 
I  believe  one  of  the  Popes  ceded  this  land  to  England  without  the 
permission  of  the  Irish  people,  and  they  have  been  fighting  about 
it  ever  since.  As  you  know,  the  northern  counties  of  the  Island  of 
Ireland  are  British  territory,  part  of  the  United  Kingdom. 

There  are  remarkable  things  happening  now.  Peace  is  really 
breaking  out.  But  the  reason  that  there  has  been  this  strife  is  there 
is  tremendous  poverty  among  the  Catholic  minority  population  in 
the  North,  and  what  this  Fund  for  Ireland  has  done  is  it  has 
helped  to  do  work  projects  that  have  provided  over  30,000  jobs. 
These  are  not  just  construction  jobs.  These  are  jobs  that  continue. 

If  the  funding  ended,  these  jobs  would  continue.  But  this  is  the 
kind  of  investment  that  we  are  making,  and  it  is  such  a  critical 
time  now  that  this  amount  of  money  really  does  work  magic.  And 
even  though  the  argument  I  suppose  would  be  why  in  God's  name 
should  we  be  providing  the  United  Kingdom  with  American  foreign 
aid  dollars.  It  is  a  very  unique,  unusual  situation  that  will  bear 
fruit  for  everyone.  I  prevail  upon  your  own  geneology  a  little  bit. 
Look  at  what  Ireland  has  given  to  this  country:  Ronald  Reagan,  Tip 
O'Neill  and  Chairman  Callahan.  [Laughter.] 

It  is  money  well  spent.  It  is  for  peace.  This  Nation  has  always 
been  a  stalwart  for  peace,  and  I  ask  that  you  continue  that  funding 
and,  if  possible,  increase  it. 

Thank  you. 

[The  information  follows:] 
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House  Appropriations  Siibcommittee  on  Foreign 
Operations,  Export  Financing  and  Related  Programs 

March  30,  1995 

Mr.  Chairman,   I  appreciate  the  opportunity  to  testify  before 
this  Subcoimnittee  today  on  two  very  important  programs  that 
deserve  priority  consideration  by  your  Subcommittee.   First  of 
all,  I  want  to  reiterate  my  strong  support  for  chila  survival 
programs  as  they  are  critical  to  the  development  and  well-being 
of  children.   Secondly,  as  Chairman  of  the  Friends  of  Ireland 
Caucus,   I  want  to  emphasize  to  you  my  fervent  commitment  to 
increasing  the  small  funding  level  for  the  International  Fund  for 
Ireland. 

Your  Subcommittee  has  consistently  demonstrated  a  strong 
commitment  to  helping  children  throughout  the  world.   I  believe 
that  continued  assistance  for  children  should  be  a  top  priority 
in  our  foreign  aid  budget  and,  together  with  my  good  friend.  Rep. 
Tony  Hall,  I  have  sponsored  a  bill,  H.R.  966,  the  James  P.  Grant 
World  Summit  for  Children  Implementation  Act  that  supports  cost 
effective  programs  to  protect  the  health  and  well-being  of 
children  world-wide. 

In  September,  1990,  at  the  World  Summit  For  Children,  the  United 
States  and  158  other  nations  pledged,  by  the  year  2000,  to  reduce 
child  death  rates  by  at  least  one-third,  to  reduce  maternal 
deaths  and  child  malnutrition  by  one-half,  to  provide  all 
children  access  to  basic  education  and  to  provide  all  families 
access  to  clean  water,  safe  sanitation  and  family  planning 
services. 

Nearly  13  million  children  worldwide  die  each  year,  35,000  per 
day,  due  to  largely  preventable  diseases  and  malnutrition. 
These  miserable  conditions  create  a  cycle  of  poverty  and 
hopelessness  that  can  be  broken  through  proven,  cost-effective 
strategies  such  as  investments  in  child  survival,  basic 
education,  micronutrients  and  UNICEF  programs. 

H.R.  966,  the  James  P.  Grant  World  Summit  for  Children  Act  puts 
forth  a  vision  for  genuine  reform  of  U.S.  foreign  assistance  as 
it  provides  the  Agency  for  International  Development  (AID)  with 
increased  resources  that  will  enable  the  United  States  to  make 
continued  progress  toward  eliminating  child  hunger  and  death 
throughout  the  world.   Our  bill  calls  for  shifting  funds  within 
the  foreign  assistance  budget  to  meet  the  needs  of  children, 
without  increasing  current  foreign  aid  spending.   I  realize  the 
tough  job  your  Subcommittee  has  in  balancing  all  the  competing 
foreign  aid  needs  in  this  tough  fiscal  environment  and  I  commend 
you  for  all  the  funding  you  have  provided  for  children's  programs 
in  previous  years. 
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with  the  realization  that  your  Subcommittee  will  have  a  difficult 
job  reconciling  the  various  requests  for  foreign  aid  spending,  I 
urge  you  to  emphasize  children's  programs  by  moving  toward  the 
funding  goals  outlined  in  the  World  Summit  For  Children 
Implementation  Act.   This  monetary  commitment  is  essential  to  the 
well-being  of  our  children  and  will  reduce  child  mortality  rates 
around  the  globe. 

Another  important  foreign  aid  priority  of  the  United  States  needs 
to  be  our  commitment  to  the  fledgling  peace  in  Ireland.   Just  as 
developments  in  Ireland  now  make  history  day  by  day,  we  too  in 
Congress  need  to  take  significant  steps  to  show  our  support  for 
the  Irish  peace  process.   One  of  the  most  important  signs  we  can 
make  to  demonstrate  our  support  for  long-lasting  peace  in  Ireland 
is  to  help  economically  by  continuing  funding  for  the 
International  Fund  for  Ireland. 

The  International  Fund  for  Ireland  is  a  visible,  continuing 
demonstration  of  U.S.  economic  support  for  the  peace  process. 
President  Clinton,  in  his  FY  1996  budget  called  for  a  $10  million 
increase  in  the  $19.6  million  appropriation  for  the  International 
Fund  for  Ireland  (IFI) .   I  strongly  support  the  President's 
budget  request  and  am  hopeful  that  your  Subcommittee  can 
capitalize  on  the  substantial  political  goodwill  that  has  been 
pain-stakingly  developed  by  increasing  the  IFI  budget. 

The  United  States  can  play  a  strong  supportive  role  in  the  peace 
process  and  in  this  role  we  can  provide  some  moral  support  and 
more  importantly  we  need  to  provide  some  financial  aid  to 
encourage  and  reward  the  participants  for  their  courageous 
actions.   The  IFI  has  been  a  pioneer  in  efforts  to  promote 
reconciliation  at  the  grassroots  level  in  Northern  Ireland.   The 
funds  that  have  already  been  expended  by  IFI  have  been 
instrumental  in  bringing  new  economic  and  commercial  activities 
to  areas  of  Northern  Ireland  that  have  suffered  the  most  under 
the  strife  of  the  last  two  decades.   The  IFI  has  been  responsible 
for  the  creation  of  some  35,000  new  jobs  and  it  has  helped  to 
foster  a  climate  which  has  enabled  peace  to  take  root  in  Ireland. 

The  IFI  is  a  tangible  expression  of  our  desire  to  promote  peace 
and  reconciliation  in  Northern  Ireland  and  we  cannot  pull  out  the 
rug  from  the  program  now  that  we  are  finally  seeing  the  fruits  of 
our  labors.   The  IFI  is  a  well-run  program  that  has  helped  to 
stimulate  private  sector  investment  in  severely  distressed  areas 
of  Northern  Ireland.   While  I  again  acknowledge  the  fiscal 
constraints  your  Subcommittee  is  facing,  I  implore  you  not  to 
abandon  our  commitment  to  Ireland  and  the  peace  process.   I 
thereby  hope  that  your  Subcommittee  will  be  able  to  increase 
funding  for  the  IFI,  or,  at  a  minimum,  maintain  the  FY  1995 
funding  levels  for  this  critical  program. 

Again,  I  appreciate  the  opportunity  to  testify  before  your 
Subcommittee  and  I  wish  you  luck  in  the  tough  decisions  you  will 
have  to  make  this  year. 
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Mr.  Callahan.  Thank  you,  Jim,  for  your  very  convincing  state- 
ment. We  will  include  your  entire  statement  in  the  record. 

As  you  know,  Tony  Hall  appeared  this  morning  and  expressed 
some  of  the  comments  and  concerns  you  have.  We  are  going  to  look 
very  closely  at  the  Irish  situation.  If  you  have  an  extra  $10  million 
in  your  D.C.  budget,  we  would  welcome  the  opportunity  to  give 
them  that  full  increase. 

Mr.  Walsh.  I  guarantee  you  I  will  look  real  hard  to  find  it. 

Mr.  Callahan.  Thank  you.  And  thank  you  for  the  job  you  are 
doing  on  the  D.C.  committee. 

Mr.  Walsh.  I  am  glad  to  do  it. 


Thursday,  March  30,  1995. 
AMERICAN  ISRAEL  PUBLIC  AFFAIRS  COMMITTEE 

WITNESSES 

NEAL  M.  SHER,  EXECUTIVE  DIRECTOR,  AMERICAN  ISRAEL  PUBLIC  AF- 
FAIRS COMMITTEE  (AIPAC) 

BRAD  GORDON,  LEGISLATIVE  DIRECTOR 

ESTER  KURZ,  DIRECTOR  FOR  LEGISLATIVE  STRATEGY  AND  POLICY, 
AIPAC 

Mr.  Callahan.  We  welcome  Ms.  Nancy  Pelosi  from  California 
who  joins  us.  Nancy,  we  have  56  witnesses  this  morning.  We  are 
very  strict  on  the  5  minutes.  But  that  does  not  apply  to  you  or  Mrs. 
Lowey. 

Ms.  Pelosl  Thank  you,  Mr.  Chairman. 

Mr.  Callahan.  Mr.  Sher? 

Mr.  Sher.  Mr.  Chairman  and  distinguished  members  of  this  sub- 
committee, I  am  Neal  Sher,  the  executive  director  of  the  American 
Israel  Public  Affairs  Committee,  AIPAC,  and  with  me  on  my  left 
is  Ester  Kurz,  the  director  of  legislative  strategy  and  policy,  and  on 
my  right  Brad  Gordon,  the  legislative  director  for  AIPAC. 

We  appreciate  the  opportunity  to  appear  before  you  today  in  sup- 
port of  the  $3  billion  in  earmarked  aid  to  Israel  and  the  legisla- 
tively mandated  terms  of  that  aid. 

Rather  than  read  the  rather  lengthy  testimony  that  we  have  sub- 
mitted— and  I  know  you  have  it  before  you — which  goes  into  great 
detail,  I  would  like  now  simply  to  summarize  it  rather  briefly  and 
submit  the  full  testimony  for  the  record. 

First,  let  me  begin  by  expressing  our  appreciation  to  you  and  the 
other  Appropriations  Subcommittees  because  we  understand  the 
daunting  task  that  is  before  you  in  reducing  Federal  spending. 
Under  such  tight  budget  constraints,  no  doubt  all  programs  under 
this  subcommittee's  jurisdiction  will  be  carefully  examined  in  light 
of  whether:  one,  they  help  advance  basic  national  interests  of  the 
United  States;  and,  two,  whether  they  do  so  efficiently  and  effec- 
tively. 

We  believe  very  strongly  that  this  country's  aid  program  to  Israel 
clearly  and  decisively  meets  these  important  criteria  and,  in  fact, 
has  proven  to  be  one  of  the  most  productive  uses  of  U.S.  Govern- 
ment resources.  In  essence,  we  believe  that  the  aid  given  to  Israel 
is  one  of  the  best  investments  this  country  can  make. 
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First,  how  does  aid  to  Israel  advance  basic  U.S.  national  inter- 
ests? Unfortunately,  the  demise  of  the  Soviet  empire  has  not  meant 
the  demise  of  international  threats  to  U.S.  national  security.  In 
fact,  there  are  few  places  in  the  world  where  those  threats  are 
more  visible  and  concentrated  than  in  the  Middle  East.  The  spread 
of  radical  Islamic  fundamentalism,  the  looming  and  very  frighten- 
ing Iranian  nuclear  threat,  the  increase  in  international  terrorism 
which  affects  the  United  States  quite  directly,  as  we  have  learned, 
the  threats  of  Persian  Gulf  oil  supplies,  all  emanate  from  a  region 
characterized  by  instability  and  authoritarian  regimes. 

Israel's  pro-Western  and  democratic  presence,  as  well  as  its  mili- 
tary strength  in  that  region,  which  is  sustained  very  significantly 
by  U.S.  aid,  have  been  invaluable  in  fight  against  these  very  seri- 
ous threats.  Furthermore,  Israel's  persistent,  courageous  pursuit  of 
a  comprehensive  Middle  East  peace  holds  out  the  promise  of  a  far 
more  stable  and  peaceful  region  whose  nations  may  yet  work  to- 
gether to  expand  their  economies  and  serve  as  a  bulwark  against 
forces  of  radicalism  and  terror. 

Finally,  the  very  important  U.S.-Israel  strategic  cooperation  has 
expanded  the  mutually  beneficial  military  ties  between  the  two  na- 
tions, and  we  believe  has  significantly  helped  enhance  America's 
strategic  position  in  the  Middle  East  and  in  the  Eastern  Mediterra- 
nean. 

Secondly,  how  effective  and  efficient  is  U.S.  aid  to  Israel?  The  re- 
sults, we  believe,  speak  for  themselves.  U.S.  aid  has  helped  main- 
tain for  nearly  2  decades  the  peace  between  Israel  and  Egypt.  It 
has  helped  Israel  decisively  win  all  the  wars  it  has  been  forced  to 
fight  and  to  maintain  a  credible  deterrent  threat  against  any  array 
of  Arab  forces. 

It  was  critical  in  averting  a  major  economic  crisis  in  Israel  back 
in  1985  and  in  getting  Israel  on  the  road  to  a  remarkably  success- 
ful economic  recovery  program.  The  aid  is  instrumental  in  the  on- 
going efforts  to  settle  over  half  a  million  Russian,  Eastern  Euro- 
pean, and  Ethiopian  immigrants  who  have  come  to  Israel  over  the 
last  5  years. 

Finally,  it  is  central  to  the  success  and  continuation  of  the  cur- 
rent peace  talks  by  giving  Israel  the  confidence  it  needs  to  take  the 
very  serious  risks  for  peace  that  it  has  taken,  by  providing  Israel 
with  military  strength  it  needs  to  prove  to  its  neighbors  that  there 
is  no  viable  military  option,  and  by  letting  its  enemies  know  that 
the  U.S.-Israel  alliance  is  unshakeable. 

We  all  know  that  the  peace  process  is  in  many  ways  at  a  very 
delicate  state.  The  Israeli  Government  is  moving  ahead  very  sig- 
nificantly in  taking  these  risks.  This  subcommittee  and  other  sub- 
committees and  committees,  the  Congress  in  general  and  the  U.S. 
Government  in  general  can  take  pride  in  the  fact  that  its  support 
over  the  years  of  aid  to  Israel  has  enabled  the  peace  process  to  be 
at  the  stage  that  it  is  now. 

There  is  a  lot  more  to  be  done,  but  if  we  look  at  the  region  today, 
it  is  in  many  ways  in  much  better  shape  than  it  has  ever  been.  And 
we  believe  that  the  continuation  of  aid  to  Israel  at  this  time  is  es- 
sential to  that  progress. 

Mr.  Chairman,  I  want  to  thank  you  and  other  members  of  this 
subcommittee  for  your  consistent  support  of  this  vital  aid  program. 
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You  are  seeing  the  results  of  this  support  every  day  that  the  par- 
ties to  the  Arab-Israeli  conflict  are  meeting  at  the  negotiating  table 
and  not  on  the  battlefield.  This  year  will  be  decisive  in  determining 
whether  there  will  be  a  comprehensive  end  to  the  decades-old 
Arab-Israeli  conflict.  I  urge  your  continued  support  in  this  decisive 
year  for  a  program  that  does  so  much  to  advance  U.S.  interests, 
and  does  so  efficiently  and  effectively. 

Thank  you  very  much. 

[The  information  follows:] 
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TESTIMONY  OF 

NEAL  M.  SHER,  EXECUTIVE  DIRECTOR 

AMERICAN  ISRAEL  PUBLIC  AFFAIRS  COMMITTEE  (AIPAC) 

BEFORE  THE 

HOUSE  APPROPRIATIONS  SUBCOMMITTEE  ON  FOREIGN  OPERATIONS, 

EXPORT  FINANCING  AND  RELATED  PROGRAMS 

MARCH  30,  1995 


Thank  you.  Chairman  Callahan  and  members  of  this  distinguished  Subcommittee,  for  the  opportunity  to 
testify  before  you.  As  Executive  Director  of  AIPAC,  I  recogtuze  the  critical  role  this  Subcomminee  plays  every  year 
in  ensuring  that  the  U.S. -Israel  relationship  remains  strong.  Appearing  with  me  are  Brad  Gordon,  the  American 
Israel  Public  Affairs  Committee's  Legislative  Director,  and  Ester  Kurz,  AlPAC's  Director  for  Legislative  Strategy 
and  PoUcy.  AIPAC  believes  in  the  critical  importance  of  U.S.  relations  with  Israel,  and  recognizes  the  prominent 
role  that  foreign  aid  plays  in  accomplishing  America's  foreign  policy  objectives--not  only  in  Israel  but  around  the 
world.   In  this  regard,  I  want  to  express  AlPAC's  su-ong  support  for  a  viable  foreign  assistance  program. 

AIPAC,  a  domestic,  non-partisan  membership  organization  of  American  citizens,  works  on  a  daily  basis  with 
its  members  to  nurture  a  close  and  consistently  strong  partnership  between  our  country  and  Israel.  On  our  Executive 
Committee  sit  the  presidents  of  the  50  major  American  Jewish  organizations,  representing  more  than  four-and-a-half 
million  active  members  throughout  the  Umted  States,  as  well  as  leaders  of  the  country's  pro-Israel  communit>'  from 
all  50  states.  AIPAC  is  the  designated  spokesman  on  Capitol  Hill  on  behalf  of  the  organized  American  Jewish 
community  on  issues  relating  to  the  U.S.-lsrael  relationship. 

Mr.  Chairman,  I  submit  this  testimony  in  strong  support  of  the  President's  request  for  S3  billion  in 
earmarked  economic  and  military  aid  to  Israel  —  that  nation's  lifeline  ~  and  in  support  of  the  legislatively-mandated 
terms  under  which  this  aid  is  provided.  While  I  fully  understand  and  appreciate  the  budgetary  pressures  under  which 
you  and  other  Subcommittee  chairmen  are  operating,  1  strongly  believe  this  aid  to  Israel  is  vitally  important  to  U.S. 
national  secunty  interests,  more  than  pays  for  itself  in  terms  of  overall  benefits  to  the  United  States  and  has  proven 
effective  throughout  many  years  in  advancing  critical  U.S.  foreign  pwlicy  goals. 

The  world,  unfortunately,  has  not  become  a  safe  place  with  the  end  of  the  Cold  War;  in  some  respects  it 
has  become  more  precanous  than  ever.  The  Middle  East  in  particular  is  one  of  the  world's  most  dangerous  areas  - 
-and  yei  also  one  of  the  most  iinponani  for  U.S.  interests. 

Contrary  to  those  who  may  claim  that  America  is  becoming  isolationist,  there  is,  in  fact,  broad,  bipartisan 
support  for  active  U.S.  engagement  in  world  affairs.  The  late  President  Nixon  wrote  in  his  1992  book  Seize  the 
Moment:  "For  many  on  the  American  left  and  right,  the  knee-jerk  response  to  the  decline  of  the  Soviet  Union  as 
a  credible  superpower  is  to  withdraw  into  a  new  isolationism.  But  in  fact  American  leadership  will  be  indispensable 
in  the  coming  decades."  Secretary  of  State  Warren  Christopher  writes  in  the  current  issue  of  the  respected  quarterly 
Foreign  Policy:  "A  farsighted  commitment  to  U.S.  leadership  and  engagement  must  guide  our  foreign  policy  today. 
The  United  States  has  a  remarkable  opportunity  to  help  shape  a  world  conducive  to  American  interests  and  consistent 
with  American  values."  Similarly,  Senate  Majority  Leader  Bob  Dole  writes  in  the  same  issue;  "Retreat  from  the 
world  IS  the  surest  way  to  invite  the  emergence  of  ..threats  [to  vital  American  interests]  in  the  future.. ..Amenca  must 
remain  firmly  engaged  in  the  world.  If  we  do  not  protect  our  interests,  no  one  else  —  neither  other  countries  nor 
mtemational  organizations  —  will  do  the  job  for  us."  And  as  you  yourself,  Mr. .Chairman,  have  recognized  in  an 
tnterv'iew  with  the  Birmingham  News  (January  29),  foreign  aid  is  an  indispensable  tool  of  our  engagement  in  the' 
world:  "There  are  milhons  of  children  alive  today  that  would  be  dead  and  millions  of  adults  who  ha\'e  jobs  in  the 
United  States  and  abroad"  thanks  to  this  aid. 
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The  latest  quadrennial  public  opinion  survey  conducted  by  Gallup  for  the  Chicago  Council  on  Foreign 
Relations  (reported  in  the  current  issue  of  Foreign  Policy  as  well)  points  to  solid  pubbc  suppon  for  an  assertive 
foreign  pohcy.  65  percent  of  the  public  agree  that  "it  would  be  best  for  the  future  of  the  country  if  we  take  an  active 
part  in  world  affairs."  An  astounding  98  percent  of  the  Chicago  Council's  leadership  sample  (Administration, 
Congress,  international  business,  the  media,  labor,  academic  and  religious  institutions,  private  foreign  polic\ 
organizations,  and  special  interest  groups)  also  agree  with  that  statement. 

The  Middle  East  is  particularly  high  on  America's  foreign  policy  agenda.  Among  "five  key  areas  that  offer 
significant  opportunities  to  advance  America's  interest  in  shaping  a  more  secure  and  prosperous  world,"  Secretary 
Christopher  lists,  in  his  Foreign  Policy  anicle,  "helping  foster  a  comprehensive  peace  in  the  Middle  East,"  as  well 
as  "combating  the  spread  of  weapons  of  mass  destruction"  -  a  reference  that  certainly  mcludes  Iran  and  Iraq. 
Senator  Dole  includes  "preserving  access  to  natural  resources,  especially  in  the  energy  heartland  of  the  Persian  Gulf," 
among  six  "core  interests  of  America."  And  Rep.  Newt  Gingrich  stated  in  a  recent  interview  with  the  IsraeU 
newspaper  Ha  'areiz  (Jan.  8);  "I  believe  that  these  two  challenges  -  Islamic  totalitarianism  and  Iraman  dictatorship 
and  the  danger  of  nuclear  weapons  [in  Iranian  hands]  are  the  single  biggest  near-term  national  security  problem. 
I  put  that  at  the  top  of  the  list;  it's  a  problem  that  the  United  States  should  be  working  to  solve."  In  his  book  Seize 
the  Moment.  President  Nixon  highlighted  the  potential  dangers  emanating  from  the  Middle  East:  "We  should  tackle 
the  immediate  problems  -  such  as  Persian  Gulf  security  and  the  Arab-Israeli  conflict  ~  that  threaten  to  tngger  further 
bloodshed.  Unless  we  succeed  in  meeting  these  challenges,  the  cradle  of  civih2ation  could  become  its  grave." 
According  to  the  Chicago  Council  survey,  82  percent  of  the  American  public  (and  90  percent  of  the  leadership 
sample)  view  "preventing  the  spread  of  nuclear  weapons"  as  a  "very  unportant  foreign  policy  goal  of  the  United 
States";  62  percent  of  the  pubhc  (and  67  percent  of  the  leadership  sample)  regard  "securing  adequate  supplies  of 
energy"  as  an  important  goal  as  well. 

Clearly,  then,  there  is  a  broad  consensus  in  the  U.S.  government.  Congress,  the  foreign  policy  establishment. 
and  the  Amencan  public  at  large  that  secunng  the  flow  of  oil  from  the  Persian  Gulf  and  preventmg  rogue  states  such 
as  Iran  and  Iraq  from  attaining  nuclear  weapons  are  vital  Amencan  interests.  In  addition,  69  percent  of  the  public 
view  "international  terronsm"  -  a  phenomenon  largely  emanating  from  the  Middle  East  ~  as  a  "critical  threat"  to 
vital  Amencan  mterests,  and  Number  Six  among  those  f)erceived  threats  is  "possible  expansion  of  Islamic 
fundamentalism"  (33  percent)  ~  also  a  Middle  East  phenomenon. 

Among  the  countries  of  the  Middle  East,  Israel  holds  a  unique  place  in  the  hearts  and  minds  of  Amencans. 
As  the  sole  democracy  in  the  region,  Israel  is  the  only  Middle  Eastern  country  toward  which  Americans  have  "a 
wann  feeling."  according  to  the  Chicago  Council  survey  (Iran  and  Iraq  get  the  world's  lowest  "temperature"  ratings 
in  the  poll).  And  although  Israel  lacks  any  natural  resources,  64  percent  of  the  American  pubbc  (and  86  percent  of 
the  leadership  sample)  beheve  that  "the  U.S.  does  have  a  vital  interest  in  Isra  I."  As  President  Reagan  put  it  is  a 
September  6.  1984  address,  "We  who  are  friends  of  Israel  may  differ  over  lactics,  but  one  goal  remains  always 
unchanged:  Permanent  secunty  for  the  people  of  that  brave  state.  In  this  great  enterpnse,  the  United  States  and 
Israel  stand  forever  united."  And  in  an  August  15,  1979  Washington  Post  article  Reagan  had  this  to  say  about 
Israel's  strategic  value:  "The  fall  of  Iran  has  increased  Israel's  value  as  perhaps  the  only  remaining  strategic  asset 
in  the  region  on  which  the  United  Slates  can  rely. ...Israel's  strength  derives  from  the  reality  that  her  afTinity  with 
the  West  is  not  dependent  on  the  survival  of  an  autocratic  or  capricious  ruler.  Israel  has  the  democratic  will,  national 
cohesion,  technological  capacity  and  mihtary  fiber  to  stand  forth  as  America's  trusted  ally."  Nothing  has  happened 
during  the  last  sixteen  years  to  detract  from  the  validity  of  this  statement. 

Indeed,  Israel  has  proved  time  and  again  that  it  is  indispensable  for  upholding  vital  American  interests. 
Suffice  it  to  recall  that  through  much  of  the  Cold  War,  Israel  held  pro-Soviet  Arab  states  at  bay,  helping  to  constrain 
radicals  from  taking  over  vuhierable  oil-rich  Gulf;  that  Israel  destroyed  Iraq's  nuelear  reactor  in  1981,  severely 
retarding  Iraq's  bomb  program  and  saving  American  soldiers  from  hax'ing  to  face  a  nuclear-armed  Iraq  in  Desert 
Storm  a  decade  later;  and  that  on  America's  bicentennial,  Israel  rescued  the  Air  France  hostages  at  Entebbe,  Uganda, 
deahng  a  major  blow  to  international  terronsm. 
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Israel's  value  to  the  United  States  has  increased  since  the  end  of  the  Cold  War.  Following  the  disappearance 
of  the  Soviet  Union,  the  Middle  East  has  emerged  as  an  area  simultaneously  holding  some  of  the  biggest  potential 
threats  to  U.S.  interests  and  some  of  the  biggest  potential  benefits  to  our  country; 

♦  The  threat  of  a  superpower  nuclear  holocaust  has  been  replaced  by  that  of  nuclear-armed  Iran  and  Iraq  - 
-  two  rogue  countries  that  have  sought  to  acquire  nuclear  materials,  perhaps  from  former  Soviet  republics  whose 
nuclear  stockpiles  are  no  longer  tightly  controlled  by  a  central  Soviet  government. 

♦  The  threat  of  Middle  East-originated  iniemauonal  terrorism  for  the  first  time  reached  America's  shores 
when  the  World  Trade  Center  was  bombed  by  radical  Islamic  terrorists  in  1993. 

♦  The  threat  of  spreading  Islamic  radicalism  has  greatly  increased  during  the  last  three  years  with  Islamic 
extremists  murdering  thousands  of  civilians  in  Algeria  and  threatening  to  take  over  the  country;  murdering  foreign 
tourists  in  Egypt  in  an  effort  to  undernune  the  country's  fragile  economy;  and  terrorizing  Israelis  as  part  of  a 
campaign  to  destroy  the  peace  process. 

♦  Conversely,  the  relative  importance  of  Middle  Eastern  oil  has  been  further  enhanced  by  the  steep  decline 
in  oil  production  in  the  former  Soviet  Union,  whose  current  proven  reserves  will  only  last  for  another  20  years  at 
current  production  levels,  whereas  Middle  Eastern  oil  is  projected  to  last  for  another  75  years. 

As  our  sole  reliable,  democratic  ally  in  this  volatile  but  crucial  region,  Israel  is  uniquely  placed  to  help  the 
United  States  deal  with  its  threats  and  benefit  from  its  resources: 

♦  Israel  has  served  notice  that  it  would  consider  direct  action  if  a  nuclear  threat  begins  to  materialize  in 
Iran  or  Iraq.  The  detailed  bnefing  Secretary  of  Defense  William  Perry  received  in  Israel  earlier  this  month  on  Iran's 
nuclear  capabilities  is  an  indication  of  Israel's  contribution  to  U.S.  intelligence  on  this  dangerous  threat. 
Furthermore,  smce  Israel  would  most  hkely  be  the  first  ~  although  not  the  only  ~  target  of  Iraqi  or  Iraman  nuclear 
aggression,  no  country  in  the  world  has  as  strong  a  motivation  to  do  everything  possible  to  help  the  United  States 
avert  that  danger. 

♦  Israeli  law-enforcement  authorities  are  working  closely  with  their  U.S.  counterparts  in  tracking  Middle 
Eastern  terrorism;  given  Israel's  location  and  environment,  the  information  the  Israelis  are  in  a  position  to  share  with 
the  Umted  States  on  this  threat  is  unrivaled. 

♦  Israel  is  at  the  forefront  of  the  battle  against  the  spread  of  Islamic  radicahsm.  Having  lost  over  120  lives 
last  year  to  terrorists  of  the  Hamas,  Islamic  Jihad,  and  Hezbollah  radical  Islamic  movements,  Israel  is  investing  vast 
resources  in  fighting  this  scourge.  Israel's  intelligence  gathering  and  preventive  actions  need  to  match  the 
international  scope  and  connections  of  these  movements,  making  Israel  a  major  U.S.  partner  in  dealing  with  this 
threat. 

♦  Finally,  Israel  continues  to  play  an  important  role  in  preventing  the  loss  of  Persian  Gulf  oil  fields  to 
Islamic  or  secular  radicals.  The  threats  faced  by  the  conservative  Arab  regimes  controlling  the  oil  fields  are  the  same 
as  those  that  Israel  has  been  facing  and  addressing  -  the  nuclearization  of  Iran  and  Iraq,  terrorism,  and  Islamic 
radicahsm.  Israel's  above-mentioned  endeavors  in  the  battle  against  the  forces  of  extremism  are  instrumental  in  the 
preservation  of  regional  stability,  without  which  the  conservative  Arab  regimes  that  are  now  in  control  of  the  Gulf 
oil  fields  caimot  last. 

Indeed,  maintaining  Middle  East  stability  is  the  key  to  our  future  success  both  in  dealing  with  the  regional 
threats  and  in  secunng  an  ummerrupted  flow  of  oil  from  the  Persian  Gulf  area.  Beyond  the  assets  and  activities 
Usted  above  which  Israel  has  made  available  toward  the  achievement  of  this  goal,  it  has  made  two  fundamental 
contributions  to  regional  stability.  Israel  has  served  as  America's  only  reliable,  democratic  ally  in  the  region;  and 
it  has  persistently  and  successfully  pursued  Arab-Israeli  peace. 
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Israel  as  U.S.  Ally:  As  the  military  potential  of  the  ratiical  Middle  East  states  continues  to  expand,  our 
ability  to  count  on  our  most  capable  ally  m  the  region.  Israel,  is  becoming  increasingly  important,  allowing  our 
resources  to  be  used  elsewhere.  And  should  American  military  participation  become  necessary,  Israel  has  the  most 
comf>etent  armed  forces  and  the  best  located  faciLues  to  help  support  American  forces  that  may  have  to  operate  in 
the  eastern  Mediterranean,  the  Arabian  Pemnsula.  North  Africa,  southern  Europe,  or  the  Suez  Canal.  And  Israel  is 
an  ally  whose  imponance  wUl  grow  especially  as  it  moves  toward  peace  with  its  Arab  neighbors. 

Israel's  Pursuit  of  Peace:  The  emerging  Arab-Israeli  peace  promises  enormous  benefits  ~  political, 
economic,  and  strategic  -  both  for  the  United  States  and  for  Israel. 

Since  the  end  of  World  War  n,  the  Middle  East  has  been  one  of  the  most  dangerous  flash  points  in  the 
world,  characterized  by  repeated  episodes  of  large-scale  warfare,  threats  of  escalation  to  involve  the  major  powers, 
disruption  of  international  shipping  and  commerce,  and  enormously  wasteful  expenditures  on  arms  and  armies. 

Every  President  since  Harry  Truman  has  actively  pursued  the  elusive  goal  of  a  peaceftil  end  to  the  Arab-Israeli 
conflict.  Now,  for  the  first  time,  thanks  to  persistent  U.S.  policies  and  consistent  Congressional  suppon  for  Israel, 
there  is  a  possibility  that  the  core  issues  of  this  conflict  -  the  most  important  major  dispute  in  the  region  -  can  be 
peacefully  resolved. 

Two  major  factors  are  of  particular  imponance  in  considering  U.S.  policies  toward  the  peace  process: 

♦  A  narrow  window  of  opportumry  has  opened  for  pursuing  Arab-Israeli  peace;  if  this  precious  opportumt>' 
is  not  seized  now,  that  window  is  likely  to  close  again. 

♦  Israel  is  taking  major  secunty  risks  for  peace.  The  success  of  the  peace  process  heavily  depends  on 
sustained  U.S.  policies  and  actions  to  minimize  those  risks,  as  pledged  by  the  President  and  other  senior  U.S. 
officials. 


The  United  States  has  a  vital  mterest  in  this  peace  process  in  the  Middle  East,  for  many  reasons; 

♦  Reducmg  the  chance  of  another  Arab-Israeli  war.  one  that  could  risk: 

•  disruption  of  the  stability  of  the  entire  region,  which  could  endanger  important 
allies  and  tradmg  partners  of  the  Umted  States; 

•  escalation  of  conflict  to  a  point  that  forces  direct  U.S.  military  involvement,  putting  U.S. 
lives  at  risk  and  generating  billions  of  dollars  in  direct  costs  to  U.S.  taxpayers; 

•  interruption  in  the  supply  of,  and/or  substantial  increase  m  Mideast  oil  prices, 
with  potential  costs  to  the  United  States  of  tens  of  bilbons  of  dollars; 

•  disruption  of  the  global  economy; 

♦  Isolating  and  reducing  the  influence  of  radical  Middle  Eastern  countries  such  as  Iran,  Iraq,  and  Libya, 
thus  containing  some  of  the  most  dangerous  post-Cold  War  threats  to  American  security. 

♦  Bringing  stability  to  the  Middle  East,  and  helping  reduce  the  threat  of  lenonsm  against  Amencans  inside 
and  outside  the  Umted  Stales. 
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♦  Expanding  Middle  Eastern  markets  for  U.S.  exports;  providing  new  opportunities  for  U.S.  investments; 
and  reducing  the  chance  of  international  crises  disruptive  to  American  commerce  and  jobs. 

♦  Encouragmg  Arab  governments  to  reallocate  resources  from  military  to  civilian  needs;  such  reallocations 
would  help  miprove  the  Arab  economies,  thus  undercutting  extremists  who  feed  on  poverty  and  threaten  U.S. 
regional  allies. 

Thus,  while  Israel  promotes  America's  strategic  interests  in  the  Middle  East  through  its  democratic  stability  and 
its  military  capability,  it  also  fimhers  U.S.  interests  through  its  efforts  toward  creating  a  stable  and  peaceful  Middle 
East. 

The  search  for  peace  has  made  real  -  indeed,  astounding  -  progress  since  1993.  It  is  easy  to  forget  how 
different  the  political  landscape  of  the  Middle  East  has  become  in  two  short  years,  and  how  quickly  what  was  once 
hardly  imaginable  has  become  merely  routine.  I  cannot  emphasize  enough  how  indispensable  the  U.S.  commitment 
to  Israel's  security,  as  reflected  m  the  FY  1994  and  FY  1995  budgets,  was  in  making  it  happen.  1  welcome  the 
Administration's  statement  in  its  FY  1996  Prehminary  International  Affairs  Budget:  "Recent  gains  must  be  secured 
by  comuiued  Umted  States  commitment  and  support  for  the  peace  process.. ..The  commitment  of  this  Administration 
to  Israel's  secunty  is  strong  and  unshakable.  Our  assistance  is  intended  to  strengthen  a  free  and  democratic  Israel 
as  well  as  to  facilitate  a  negotiated  peace  and  stability  in  the  region."  This  has  fully  been  recognized  by  the 
Administration.  As  President  Clinton  told  the  Israeli  people  at  his  Knesset  speech  in  Jerusalem  last  October  27: 
"Now  that  you  are  taking  nsks  for  peace,  our  role  is  to  help  you  to  minimize  the  risks  of  peace.  I  am  committed 
to  working  with  our  Congress  to  mairaain  the  current  levels  of  military  and  economic  assistance."  I  particularly 
welcomed  Secreiars-  of  Slate  Christopher's  statement  before  the  House  Foreign  Affairs  Committee  on  February  24, 
1994:  "Israel's  secunty  is  extremely  imponani  to  us.  It  has  the  highest  priority  and,  I  think,  particularly  as  Israel 
takes  risks  for  peace,  the  Umted  Slates  needs  to  respond  in  a  way  to  give  reassurance  by  our  aid  levels." 

I  am  gratified  that  the  President  indeed  has  requested  that  the  current  aid  level  remain  unchanged  mto  the 
next  fiscal  year;  and  1  am  dehghted  thai  suppon  for  aid  to  Israel  to  bolster  the  peace  process  enjoys  full  bipartisan 
suppon.  As  stated  in  a  May  4,  1994  lener  to  Pnme  Minister  Rabin  -  coauthored  by  Senators  Robert  Dole  and 
George  Mitchell  and  signed  by  92  Senators:  "As  you  work  for  peace  and  reconciliation,  please  know  that  we  will 
continue  to  do  our  best  to  provide  Israel  with  the  economic  and  defense  assistance  it  needs,  because  we  believe  a 
just  and  lasting  peace  can  only  succeed  if  Israel  is  strong  and  secure."  1  beheve  that  1995  may  see  even  greater 
progress  than  last  year  in  the  quest  for  Arab-Israeli  peace.  And  the  continued  U.S.  commitment  to  Israel's  security 
as  reflected  in  the  F'^'  1996  budget  will  be  vital  to  moving  the  peace  process  along. 

Another  positive  development  since  we  last  testified  has  been  the  continuing  improvement  in  the  U.S.-Israel 
relationship.  Tested  by  a  number  of  severe  crises,  the  relauonship  between  the  U.S.  Admmistration  and  the  Israeli 
Government  has  been  solid  and  close  since  its  inception.  The  Administration's  consistent  policy  of  coordinating  its 
positions  on  Mtal  Middle  Eastern  issues  with  the  Israeli  Government  has  proven  successful.  The  more  Arab 
negotiating  parties  are  convinced  thai  the  Umied  States  cannot  be  decoupled  from  Israel,  the  more  hkely  they  are 
to  negotiate  with  Israel  seriously,  rather  than  wait  for  Washington  to  "dehver"  Israel  through  pressure  for  unilateral 
concessions. 

These  positive  changes  were  made  possible  largely  through  America's  leadership.  The  destruaion  of  Iraq's 
offensive  military  capability  as  a  result  of  the  Gulf  war  has  bolstered  the  security  of  the  region,  and  the  subsequent 
peace  process  has  reduced  regional  tensions.  But  Israel  cannot  afford  to  relax  its  defenses.  Not  only  does  Iraq,  which 
is  stnving  to  replenish  its  arsenal  over  the  next  few  years,  remain  a  long-term  threat,  but  Iran  has  embarked  on  a 
massive  rearmameni  program,  including  the  development  of  nuclear  weapons,  and  the  Syrian  military  has  emerged 
as  an  even  more  dangerous  foe  than  ii  was  pnor  to  the  Gulf  crisis.  Even  while  participating  in  the  peace  process, 
Damascus  has  invested  its  S3  billion  Gulf  windfall  in  massive  arms  purchases  from,  Russia  and  other  Eastern 
European  counines.  Funhermore,  Syria  has  taken  delivery  of  sophisticated  Scud-C  missiles  from  Nonh  Korea,  which 
can  reach  any  poini  in  Israel.   To  counter  these  threats,  Israel  will  need  continued  U.S.  aid. 
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I  want  to  thatik  the  members  of  this  Subcommittee  for  the  consistem,  strong  support  they  have  provided  in 
legislating  that  aid  package  throughout  the  years.  Aid  to  Israel  has  been  one  of  America's  most  effective  foreign 
assistance  programs,  helpmg  to  bnng  economic  and  military  stabihty  to  Israel  and  to  achieve  the  extraordinary 
progress  we  have  seen  in  the  peace  process  lo  date. 

Indeed,  the  absolute  amount  of  our  aid  to  Israel  is  substantial.  But  it  is  comparatively  one  of  the  most  cost- 
effective  investments  that  the  United  States  makes  m  support  of  its  international  interests.  U.S.  expenditures  in 
support  of  our  European  allies  in  NATO,  for  example,  are  still  many  times  the  size  of  our  aid  to  Israel,  which  is 
doubtless  the  most  visibly  pro-U.S.  country  in  the  world.  Furthermore,  nearly  75  percent  of  our  military  aid  to  Israel 
comes  right  back  to  this  country  in  the  form  of  orders  from  our  defense  manufacturers;  and  almost  the  entire 
economic  aid  is  used  for  paying  off  old  military  debts  to  the  U.S.  govemmem  and  U.S.  banks. 

Most  important,  we  get  a  good  return  on  our  assistance  to  Israel.  As  President  Clinton  stated  just  prior  to 
his  eleaion:  "I  support  the  current  levels  of  military  and  economic  assistance  to  Israel...  This  vital  aid  encourages 
long-term  stability  in  the  region."  Elaborating  on  this  same  point,  the  Pentagon's  Prmcipal  Deputy  Assistant 
Secretary  for  International  Security  Affairs,  Fred  Smith,  stated  before  the  House  Foreign  Affairs  Europe  and  the 
Middle  East  Subcomminee  on  April  13.  1994:  "The  U.S.  commitment  to  Israel's  security  has  long  been  the 
cornerstone  of  our  policy  in  the  Middle  East.  Our  primary  interest  lies  in  securing  a  just  and  comprehensive  peace 
between  Israel  and  its  Arab  neighbors,  which  in  mm  will  lead  to  increased  secunty  and  stability  in  the  eastern 
Mediterranean  and  Middle  East.  Israel's  security  must  not  be  in  doubt,  if  it  is  to  feel  confident  to  engage  in  bilateral 
and  multilateral  peace  efforts."  And,  on  the  next  day.  Secretary  of  State  Warren  Christopher  stated:  "I  want  to  make 
it  unmistakably  clear  that  the  United  States  will  contmue  to  stand  with  Israel....  For  more  than  four  decades,  the 
United  States  has  stood  with  Israel,  because  it  reflects  our  ideals  and  because  it  reinforces  our  interests....  Working 
together  as  partners  and  as  allies  and  fnends.  we'll  continue  our  search  for  peace  and  secunty  until  we've  achieved 
all  of  our  objectives." 

The  U.S. -Israel  relationship  has  been  cooperative  in  the  truest,  bipartisan  sense  of  the  word:  In  response  to 
a  question  submitted  for  the  record  dunng  his  Senate  confirmation  hearmgs,  former  Secretary  of  Defense  Les  Aspin 
wrote:  "I  feel  confident  that  this  Admimstration  will  continue  to  value  the  unponant  strategic  relationship  between 
the  United  States  and  Israel  and  look  for  ways  to  strengthen  this  relationship  in  the  future."  Just  after  the  Gulf  war, 
then-Secretary  of  Defense  Cheney  said  that  the  crisis  "has  been  a  demonstration  of  the  value  of  mainiaimng  Israel's 
strength,  and  her  ability  to  defend  herself,  and  also  the  value  of  the  strategic  cooperation  between  our  two  countries." 
And  last  year.  Secretary  of  Defense  Wilham  Perry  staled  that  the  U.S.  strategic  relationship  with  Israel  is  "as  strong 
as  it  has  ever  been"  and  "is  going  to  deepen. ..in  the  fiiture." 

Mr.  Chairman,  the  annual  S3  billion  aid  to  Israel  has  come  to  symbolize  the  immutability  of  the  U.S.-Israel 
alliance.    It  has  signaled  to  Israelis  and  Arabs  alike  that  the  relauonship  is  rock-solid. 

The  constancy  of  the  U.S.-Israe!  relationship  is  indispensable  for  the  peace  process.  On  the  one  hand,  while 
Israel  is  of  course  engaged  m  the  process  for  its  own  sake,  it  can  only  take  risks  for  peace  if  it  is  confident  of 
unwavering  U.S.  backing  and  assistance  for  its  security.  On  the  other  hand,  only  an  unshakable  U.S.-Israel  link  can 
persuade  the  Arabs  that  the  United  States  will  neither  "deliver"  Israel  nor  allow  them  to  attack  it,  thereby  leaving 
the  Arabs  no  other  option  but  to  engage  in  serious  negotiations. 

Any  change  in  the  S3  billion  aid  package  to  Israel  has  the  potential  to  seriously  endanger  the  peace  process. 
It  would  demonstrate  to  the  Israeh  public  ~  without  whose  support  no  Israeli  concessions  are  fKJSSible  -  that  for  all 
its  generous  peace  proposals  and  success  in  restoring  good  personal  ties  with  Washington,  the  current  Israeli 
Government  is  unable  to  preserve  the  U.S.  aid  level  which  had  previously  been  maintained  for  seven  years  in  a  row. 
That  would  be  panicularly  harmful  to  the  present  government,  which  has  already  been  exposed  to  severe  domestic 
challenges  because  of  its  forward-looking  peace  policies  and  continued  Palestinian  terrorism. 
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Concomitamly,  even  a  small  change  in  aid  to  Israel  would  be  perceived  by  Arab  parties  as  a  signal  that  the 
U.S.-Israel  bond  is  eroding.  Such  a  perception  would  encourage  them  to  believe  that  Washington  might  be  amenable 
to  Arab  demands  that  the  U.S.  press  Israel  to  make  unilateral  concessions.  This  would  reduce  their  incentive  to 
negotiate  seriously  with  the  Israehs. 

A  recent  survey,  conducted  by  an  American  University  of  Beirut  professor  among  Syrians,  Palestinians,  and 
Lebanese  Mushms  and  reported  in  the  Wa//  Sireei  Journal  last  year,  has  found  that  more  than  90  percent  of  those 
who  support  peace  say  they  would  cease  to  support  it  if  Israel  were  weakened  in  the  future. 

A  change  would  also  erode  Israel's  qualitative  military  edge,  without  which  the  Israelis  caimot  seriously 
consider  taking  risks  for  peace.  It  would,  for  instance,  make  it  more  difficult  for  Israel  to  pay  approximately  S2 
billion  for  the  21  advanced  F-15I  jet  fighters  it  has  decided  to  procure  in  order  to  deal  with  the  potential  threats  of 
the  21st  century.  At  a  time  of  economic  challenge  and  deep  cuts  in  its  defense  budget,  Israel  needs  to  develop  an 
answer  to  the  emerging  threat  of  Iranian  and  Syrian  missiles  equipped  with  unconventional  warheads,  in  addition 
to  constantly  upgrading  its  defenses  against  a  conventional  attack  by  rapidly  growing  Arab  armies.  Even  with  the 
full  U.S.  aid  package,  Israel  will  fmd  the  preservation  of  its  security  a  daunting  challenge. 

Mr.  Chairman,  the  deep,  broad-based  partnership  between  the  United  States  and  Israel  continues  to  flourish. 
The  democratic  elections  in  Israel,  which  led  to  the  peaceful  transfer  of  power  from  the  governing  party  lo  its  most 
biner  rival  --  an  occurrence  unknown  in  the  Arab  world  -  served  to  remind  us  of  the  extent  to  which  the  Israelis 
share  oiu'  most  flindamental  values.  A  new  era  is  dawning  that  holds  great  promise  for  both  coimtries,  and  bodes 
well  for  the  future  of  U.S.-Israel  relations.  For  the  first  time  in  over  four  decades,  there  is  real  promise  in  a 
negotiating  process  which  could  bring  an  end  to  the  state  of  war  that  has  existed  between  Israel  and  its  Arab 
neighbors.  The  United  States  was  instrumental  in  creating  the  process  and  will  b  mstrumenial  m  its  ultimate 
success.  As  Israel  takes  risks  inherent  in  any  such  negotiation,  it  is  imperative  that  the  United  States  remam  steadfast 
in  its  support  for  the  Jewish  state.  This  Subcommittee,  by  voting  for  S3  billion  in  mihtary  and  economic  assistance 
to  Israel  in  FY  1996  will  be  helping  to  ensure  that  steadfastness  and  strength  which  ha\e  always  worked  to  the 
benefit  of  both  countries.  And  it  will  respond  to  the  support  for  Israel  expressed  by  most  Americans  in  e\ery  public 
opinion  poll  since  1948. 

My  testimony  is  divided  into  two  parts:  First,  I  will  share  our  views  in  greater  detail  on  Israel's  value  to 
the  United  States  as  an  ally,  and  then  1  will  discuss  Israel's  need  for  U.S.  assistance.  Of  course,  Israel's  value  and 
needs  are  closely  mtertwmed 


1.  ISRAEL'S  VALUE  TO  THE  UNITED  STATES 

Israel  is  one  of  America's  most  important  iniemaiional  partners.  A  fellow  democracy,  it  Ines  in  a  region 
peculated  by  authoritarian  and  extremist  regimes.  It  is  also  oiu-  most  powerful  and  reliable  ally  in  a  vital  but  unstable 
area  of  the  world.  Israel  has  taken  senous  risks  in  its  quest  for  peace  with  its  neighbors,  whose  achievement  would 
be  immensely  beneficial  to  the  United  States  as  well.  Furthermore,  Israel  is  a  significant  economic  and  technological 
partner  of  America,  creating  jobs  here  at  home  by  importing  American  goods  worth  billions  of  dollars,  and  raising 
our  worldwide  competitiveness  by  sharing  new  technologies  with  U.S.  companies. 

Israel's  extraordinary  friendship  to  the  United  States  is  demonstrated  particularly  well  in  the  United  Nations.  In  1994, 
Israel  voted  with  the  United  States  on  95.2  percent  of  the  General  Assembly  resolutions  introduced  in  the  49th 
session,  the  highest  rate  of  any  nation.  In  fact,  Israel's  voting  record  exceeded  the  support  of  all  America's  alhes, 
including  NATO  members.  This  contrasts  with  45.7  percent  for  Kuwait,  41.8  percent  for  Saudi  Arabia,  and  even 
lower  rates  for  the  other  Arab  countries. 
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Strategic  Partnership 

While  threats  to  America's  interests  have  diminished  in  other  parts  of  the  world  following  the  demise  of 
the  Soviet  Union  and  the  end  of  the  Cold  War,  the  Middle  East  remains  a  high-threat  area  according  to  ranking  U.S. 
ofTicials.  Rogue  states  Uke  Iraq,  Iran,  and  Libya,  are  now  so  heavily  armed  and  are  acquiring  weapons  of  mass 
destruction  so  rapidly  that  they  pose  a  greater  threat  today  than  they  did  a  decade  ago.  The  rapid  deployment  of  U.S. 
forces  to  block  the  Iraqi  buildup  in  October  1994,  as  well  as  the  involvement  of  American  military  imits  in  the 
former  Yugoslavia  and  Somalia,  indicate  that  the  United  States  continues  to  have  vital  interests  and  needs  to  play 
an  aaive  security  role  in  the  Middle  East  and  surrounding  areas. 

The  United  States  and  Israel  view  bilateral  strategic  cooperation  as  an  integral  pan  of  the  overall 
relationship.  Israel  continues  to  provide  the  U.S.  with  a  range  of  defense  technologies  and  military  services,  while 
the  Clinton  Administration  has  taken  a  number  of  important  steps  to  uphold  Israel's  qualitative  edge.  For  example, 
in  an  October  1994  letter  to  Senator  Joe  Lieberman,  Secretary  of  Defense  William  Perry  declared:  "During  this 
critical  stage  of  the  peace  process,  it  is  essential  that  the  U.S.  continues  to  make  clear  its  strong  strategic  relationship 
with  Israel."   He  also  noted  the  "extensive  military  cooperation"  between  the  two  allies. 

As  the  military  potential  of  the  radical  Middle  East  states  continues  to  expand,  our  abihty  to  count  on  our 
most  capable  ally  in  the  region,  Israel,  is  becoming  increasingly  important,  allowing  our  resources  to  be  used 
elsewhere.  And  should  Amencan  mihtary  participation  become  necessary,  Israel  has  the  most  competent  armed 
forces  and  the  best  located  facilities  to  help  support  American  forces  that  may  have  to  operate  in  the  eastern 
Mediterranean,  the  Arabian  Peninsula,  North  Africa,  southern  Europe,  or  the  Suez  Canal. 

In  an  era  of  scarce  resources,  it  makes  sense  to  deploy  and  preposition  Americari  assets  at  such  a  key 
juncture  between  potential  theaters  of  operation.  The  circumstances  which  allowed  a  six-month  buildup  of  forces 
m  Saudi  Arabia  during  Desert  Shield  may  not  be  repeated  in  a  future  Gulf  cnsis.  As  the  former  commander  of  the 
U.S.  Central  Command  has  indicated,  "We  know  it  will  be  very  unhkely  that  we  could  replicate  Operations  Desert 
Storm  and  Desen  Shield  in  the  future. ..[and  we]  learned  during  the  last  conflict  that  prepositiorung  is  key  to  our 
ability  to  respond."  The  Saudis  have  continued  to  reject  prepositioning  of  hardware  for  U.S.  ground  forces  on  their 
soil,  while  Israel  has  welcomed  it.  Cleariy,  Israel  is  a  key  U.S.  ally  in  the  Middle  East  and  an  ally  whose  importance 
will  grow  especially  as  it  moves  toward  peace  with  its  Arab  neighbors.  As  Secretary  of  State  Chnstopher  declared 
at  his  confirmation  hearing  in  January  1993  while  discussing  the  Middle  East,  "Our  democracy-centered  policy 
underscores  our  special  relationship  with  Israel,  the  region's  only  democracy,  with  whom  we  are  committed  to 
maintain  a  strong  and  vibrant  strategic  relationship."  Defense  Secretary  William  Perry  told  the  American  Jewish 
Conmiittee  that  "...the  strategic  relationship  with  Israel. ..is  as  strong  as  it  has  ever  been.. .the  strategic  relationship 
is  going  to  deepen." 

The  Regional  Threat  Has  Not  Diminished: 

An  "arc  of  crisis"  extends  from  Morocco  to  Pakistan.  Rogue  states  continue  to  threaten  U.S.  interests;  other 
nations  in  the  region  may  follow  suit. 

♦  The  radical  Mideast  states  have  amassed  vast  quantities  of  powerful  conventional  and  unconventional 
weapons.  Several  possess  ballistic  missiles,  chemical  and  biological  weapons,  and  are  actively  pursuing  nuclear 
weapons  capabilities.   Iran  has  pubhcly  announced  its  mtention  to  become  a  nuclear  power. 

♦  Nearlythree-quanersofthewo'ld's  proven  oil  reserves  are  located  within  the  "arc  of  crisis."  The  rapidly 
growing  U.S.  dependence  on  Arab  oil  imports  (currently  $60  billion)  is  responsible  for  a  large  share  of  the  U.S.  trade 
deficit  (by  comparison,  the  trade  imbalance  with  Japan  is  S40  billion).  Should  more  Islamic  states  be  radicahzed 
at  a  time  of  growing  Western  dependence  on  their  petroleum,  the  "oil  weapon"  could  once  again  be  used  with  a 
potentially  senous  impact  on  the  U.S.  economy. 
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♦  Although  many  Islamic  regimes  are  ciurently  moderate  and  friendly  to  the  United  States,  no  Islamic 
nation  is  immune  to  radicalization.  Islamic  extremists  continue  to  wage  a  campaign  of  tenorism  against  Egypt's 
secular  government.  Sudan  has  already  joined  Iran  as  a  radical  Islamic  state  harboring  terrorist  groups,  and  Algeria's 
struggle  against  radical  Islam  is  by  no  means  over.  In  fact,  all  Arab  countnes  are  threatened  by  powerful  radical 
Islamic  forces. 

♦  Radical  Islam  harbors  implacable  hostihty  toward  the  West  and  toward  democracy  and  other  basic 
Western  values.  It  profoundly  resents  the  Western  "infidels'"  military  and  material  success,  which  it  views  as 
contrary  to  Islam's  teachings.  As  the  West's  undisputed  military  and  poUtical  leader,  the  United  States  is  regarded 
by  Islamic  radicals  as  the  "Great  Satan,"  their  most  hateful  and  dangerous  enemy  on  earth.  Indeed,  the  World  Trade 
Center  explosion  and  the  plot  to  blow  up  vital  facilities  in  New  York  demonstrated  the  Islamic  radicals' 
determination  to  hun  America  on  its  own  soil. 

♦  Militant  Arab  nationalism,  embodied  by  Moammar  Qaddafi's  Libya  and  Saddam  Hussein's  Iraq,  shares 
radical  Islam's  hostihty  toward  the  U.S.-dominated  West.  Although  the  appeal  of  Arab  nationalism  has  waned,  its 
anti-Western  message  remains  a  potent  force  throughout  the  Arab  world  and  can  be  mobihzed  even  in  currently  pro- 
Western  Arab  countnes. 

Israel  Can  Help  Contain  the  New  Strategic  Threat: 

As  U.S.  defense  budgets  and  armed  forces  continue  to  shrink,  making  use  of  our  allies'  military  capabilities 
becomes  an  increasingly  important  element  of  our  national  defense.  As  a  solid  Western  democracy  located  in  the 
midst  of  the  unstable  and  dangerous  "arc  of  crisis."  Israel  is  ideally  positioned  to  help  the  U.S.  face  the  new,  post- 
Cold  War  strategic  threats  and  problems  facing  the  region;  weapons  of  mass  destruction,  terrorism,  radical  Islam, 
the  spread  of  advanced  conventional  arms,  the  drug  trade,  and  the  limited  U.S.  power-projection  assets. 

♦  By  destroying  Iraq's  nuclear  reactor  and  rescuing  the  Western  hostages  in  Entebbe,  Israel  has 
demonstrated  its  "long  reach"  and  us  willingness  to  act  to  advance  Israeli  -and  Western  ~  interests.  It  serves  U.S. 
strategic  interests  fiinher  to  enhance  this  capability  through  mihtary  aid  and  strategic  cooperation  programs  with 
Israel. 

♦  Israel  is  the  only  nation  in  the  region  permanently  immune  to  Arab  nationalist  or  radical  Islamic  takeover. 
As  a  Western  democracy  steeped  m  Western  values,  Israel  is  not  only  friendly  to  the  West  but  an  integral  pan  of 
it.  U.S.  strategic  agreements  with  authoritarian  Arab  regimes  often  do  not  have  popular  support  in  Arab  countries, 
and  are  therefore  effective  only  as  long  as  a  particular  nUing  elite  remains  in  power  and  considers  the  U.S.  to  serve 
its  interests.  In  contrast,  the  four-decade-old  U.S. -Israel  alhance  is  supported  by  the  people  of  Israel  and  all  its  major 
political  parties.  Such  depth  of  support  is  a  prerequisite  for  a  reliable  and  durable  alliance,  and  is  the  reason  that 
alliances  with  democracies  are  more  deeply  rooted  than  alliances  with  autocracies  and  tyranmes. 

♦  Building  alliances  with  conservative  Arab  regimes  is  a  temporary  and  uncertain  solution.  The  staunchly 
pro- Western  monarchies  of  Iraq,  Libya,  and  Iran  were  all  toppled  and  replaced  by  virulently  anti-Western  regimes. 
The  surviving  pro- Western  Arab  governments,  as  well  as  Turkey  and  Pakistan,  are  vulnerable  to  radical  Islamic 
pressures,  and  most  could  be  overthrown;  the  U.S.  can  only  help  these  fragile  governments  deal  with  external 
aggression,  not  with  internal  threats. 

♦  Israel  has  been  a  primary  target  of  Arab  miUtary  action.  It  has  therefore  traditionally  focused  its 
renowned  intelhgence  apparatus  on  the  radical  states  of  the  Middle  East,  toward  which  U.S.  intelligence  has  not 
traditionally  been  focused.  Israel's  experience  and  knowledge  can  fdl  gaps  left  by  our  high-tech  intelligence- 
gathering  systems. 

♦  Israel's  knowledge  of  Islamic  cultures,  societies,  language  and  behavior  will  continue  to  benefit  the  U.S. 
in  deahng  with  the  "arc  of  cnsis."    This  was  proven  m  1978,  when  Israeli  intelligence  provided  the  CIA  with 
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assessments  predicting  upheaval  in  Iran  as  well  as  just  before  the  Gulf  war,  when  the  U.S.  came  to  Israel  for 
intelligence  on  Iraq.  Daily  telephone  conversations  between  then-Secretary  of  Defense  Cheney  and  then-Defense 
Minister  Arens  during  Desen  Storm  were  a  well-known  Washington  secret. 

♦  Israel  is  a  leader  in  developing  cost-effective  intelligence  gathering  technology.  Israeli  technology  in 
intelligence  gathering  systems,  for  which  Israel  assumed  the  development  costs,  has  been  shared  with  several  U.S. 
companies. 

♦  Intelligence  cooperation  with  Israel  played  an  important  role  dunng  the  Gulf  war.  In  addition  to  raw 
Israeli  intelligence  on  Iraq  provided  to  the  United  States,  Israeli  intelligence-gathering  technology  was  also  used. 
Israeli-developed  remote  controlled.  Unmanned  Aenal  Vehicles  (UAVs)  which  have  the  ability  to  gather  "real-time" 
information  were  used  extensively  by  U.S.  forces  in  the  Gulf  war.  This  not  only  helped  the  Allied  forces  gather 
intelligence,  but  also  helped  save  the  lives  of  American  air  crews  who  would  have  otherwise  had  to  risk  their  lives 
to  do  the  same  job  as  the  UAVs. 

♦  U.S. -Israeli  cooperation  against  terrorism  can  help  reduce  the  mumal  threat.  Washington  and  Jerusalem 
signed  a  Memorandum  of  Understanding  on  counter-terrorism  in  1994~the  first  with  any  U.S.  ally- which  detailed 
plans  for  bilateral  technological  cooperation  in  developing  advanced  systems  to  fight  the  terrorist  threat  both  countries 
face.  The  United  States,  Egypt,  and  Israel  have  also  initiated  cooperation  in  fighting  Islamic  extremism  through 
private  consultations  and  visits. 

♦  Israel's  successful  action  against  Iraq's  nuclear  reactor  has  been  enormously  beneficial  to  the  United 
States.  As  President  Clinton  said  in  a  November  1992  interview,  "If  Israel  had  not  conducted  a  surgical  strike  on 
Iraq's  nuclear  reactor,  our  forces  might  well  have  confronted  a  Saddam  with  nuclear  weapons  ten  years  later."  U.S.- 
Israeb  cooperation  on  this  issue  is  critical  for  haltmg  the  dangerous  prohferation  of  nuclear  weapons  to  the  region's 
radical  regimes. 

♦  The  quality  of  Israeh  facilities  and  military  manpower  is  unsurpassed  for  prepositioning  U.S.  matenel, 
maintenance  assistance,  realistic  training,  and  joint  exercises  with  U.S.  armed  forces.  These  programs  are  vital  for 
a  direct  U.S.  role  if  required  in  a  future  conflict. 

♦  The  United  States  could,  in  the  future,  find  itself  in  conflict  with  Iraq,  Iran,  or  Libya.  In  many  of  these 
scenarios,  mihiary  coordination  with  Israel,  possibly  even  including  the  use  of  facilities  or  equipment  in  Israel,  could 
contribute  to  the  success  of  the  U.S.  armed  forces,  while  reducing  U.S.  casualties  and  other  costs  of  war.  Moderate 
Arab  regimes  may  tacitly  accept  such  an  Israeli  role,  particularly  if  the  peace  process  expands. 

♦  Israel  has  the  most  powerful  air  force  and  navy  in  its  theater.  Its  own  mihtary  technology  and  qualitative 
advances  can  contribute  importantly  to  American  capabilities  in  this  region  and  beyond. 

♦  Israel  and  the  United  States  are  the  world  leaders  in  developing  defenses  against  new  weapons  systems, 
such  as  ballistic  missiles.  Current  joint  U.S.-Israeli  efforts  in  this  area  can  enhance  deterrent  capabilities. 

♦  Israel,  which  has  been  actively  making  contaas  with  the  former  Soviet  Islamic  republics,  can  play  an 
important  role  in  helping  the  Umted  States  and  other  interested  parties  counter  Iran's  efforts  to  draw  those  repubUcs 
into  its  orbit. 

♦  Israel  contributed  30  peacekeepers  in  October  to  the  U.S.-Ied  mission  in  Haiti. 

Israel  offers  five  special  advantages  to  help  meet  U.S.  needs: 

First,  while  the  United  States  enjoys  overall  technological  superiority,  Israeli  finns  have  specialized  in  gap- 
filling  innovations  that  often  begin  where  operational  experience  indicates  that  American  designs  leave  off. 
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Second,  Israel  has  developed,  of  necessity,  a  quick  reaction  ca^iability  to  meet  new  technological  threats  on 
shon  lead-times,  and  Israeli  innovations  are  often  available  off-the-shelf  years  before  corresponding  products  from 
other  manufacturers  come  on  line. 

Third,  Israeli  products  are  often  battle-proven,  and  tend  to  be  more  realistic  and  practical  than  designs  from 
other  producers  who  are  more  often  guided  by  studies  and  analyses  than  by  combat  experience.  Indeed,  the  very 
scientists  and  engineers  who  produce  Israeli  weapons  often  have  had  recent  battlefield  experience. 

Fourth,  Israeli  innovations  are  designed  to  counter  both  Soviet  and  Western  weapon  systems,  while  those 
of  other  Western  producers  generally  are  not  designed  to  meet  the  threats  from  Western  systems  that  are  increasingly 
faced  by  the  U.S.  armed  forces  outside  Europe. 

Finally,  Israeli  maintenance  and  repair  facilities  are  located  closer  to  the  theaters  where  U.S.  forces  are 
deployed  than  many  of  the  facilities  on  which  we  now  rely.  Their  increased  use  could  help  improve  U.S.  readiness 
rates  and  reduce  costs. 

Israeli  military  tecboologies  were  used  during  the  Gulf  War: 

Many  are  unaware  that  Israel  played  a  significant  role  in  helping  our  troops  conduct  the  Gulf  war  by 
providing  our  mihtary  with  a  variety  of  unique  defense  systems,  without  which  additional  U.S.  lives  might  have  been 
lost. 

♦  Israel  recommended  software  changes  which  improved  the  effectiveness  of  the  Patriot  missile  system. 

♦  U.S.  forces  had  available  Israeli-developed  HAVE  NAP  air-to-ground  missiles,  which  could  be  launched 
from  B-52  bombers, 

♦  Mobile  towed-assault  bridges  provided  by  Israel  Military  Industries  were  deployed  by  the  U.S.  Army  and 
Marine  Corps. 

♦  Israeli  Aircraft  Industries  developed  conformal  fiiel  tanks  for  the  F- 15  fighter  that  were  used  widely  in 
long-range  missions. 

«  The  United  States  has  implemented  a  variety  of  Israeli  modifications  to  the  F-16  aircraft  fleet,  including 
structural  enhancements,  software  changes,  landing  gear,  radio  improvements  and  avionic  modifications. 

♦  An  Israeh-produced  helicopter  night-targeting  system,  the  CLNAS,  was  used  to  increase  the  U.S.  Cobra 
attack  helicopter's  night-fighung  capabilities. 

♦  Israel  produced  significant  components  of  the  highly  successful  Tomahawk  cruise  missile. 
Continuing  Militar>'  Technology  Transfers  to  the  U.S.: 

♦  The  U.S.  armed  forces  continue  to  widely  test  and  procure  Israeli  defense  systems.  As  the  Pentagon's 
R&D  budget  continues  to  shrink  in  coming  years,  buying  proven  high-tech  Israeli  systems  "off  the  sheir  will  become 
increasingly  attractive.  Indeed,  a  Pentagon  study  argued  that  "combining  resources  with  those  of  our  allies  through 
efiecii\^  ^uoperaiion  will  noi  only  enhance  our  abiUty  to  achieve  technological  advancements,  but  should  do  so  at 
a  reduced  cost."  The  Pentagon  identified  21  technologies  critical  to  the  U.S.  defense  base,  and  identified  Israel  as 
having  specific  capabihues  m  13  of  them.  Israel  specializes  in  a  variety  of  technologies  critical  to  the  U.S.  defense 
industrial  base. 
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♦  Procurement  contracts  with  Israeli  defense  technology  firms  can  save  the  United  States  millions  of  dollars 
in  development  costs,  with  some  projects  emerging  as  large  programs  for  U.S.  and  Israeli  mdustry. 

While  much  of  the  military  technological  cooperation  between  the  United  States  and  Israel  is  classified, 
many  areas  of  cooperation  on  crucial  future  defense  systems  are  public: 

♦  The  United  States  and  Israel  are  working  together  to  develop  the  Arrow,  one  of  the  world's  most 
advanced  Anti-Tactical  Ballistic  Missile  (ATBM)  systems,  to  shoot  down  ballistic  missiles.  The  two  allies  are  about 
to  embark  on  a  third  phase  of  the  Arrow  program.  In  Juik  1994,  an  Arrow- 1  missile,  in  a  successful  test  off  Israel's 
coast,  fully  destroyed  an  incoming  Scud-type  target.  The  Arrow  Continuation  Experiments  (ACES)  phase  of  the  joint 
U.S. -Israel  project  will  commue  in  1995  with  the  first  launch  of  the  improved  Arrow-2  mterceptor.  President  Clinton 
has  stated  that  the  United  States  would  continue  to  support  the  Arrow  program  and  American  officials  continue  to 
cite  the  value  of  Arrow-related  technologies  to  U.S.  missile  defense  efforts.  Recent  tests  have  been  valuable  in 
providing  data  for  the  ongoing  development  of  the  system.  The  director  of  the  Balhstic  Missile  Defense  Organization 
has  enthusiastically  endorsed  the  Arrow  program  in  Congressional  testimony,  outlining  the  areas  in  which  it  is 
assisting  U.S.  ballistic  missile  defense  projects. 

♦  The  United  States  and  Israel  have  been  studying  "boost-phase  intercept"  technology.  This  concept 
envisions  the  early  detection  and  destruction  of  hostile  balhstic  missiles  shortly  after  launch,  when  they  are  most 
vulnerable  and  still  over  enemy  territory. 

♦  The  Defense  Department  is  procuring  Hunter  UAVs  (reconnaissance  drones)  produced  by  a  joint  U.S.- 
Israeh  partnership  for  use  by  the  Army  and  U.S.  Marine  Corps.  Israel-designed  Pioneer  unmanned  aircraft  proved 
themselves  m  the  Gulf  war  and  have  been  praised  for  their  performance  over  war-torn  Bosnia  in  support  of  Op)eration 
Deny  Flight,  and  were  also  used  in  Operauon  Continue  Hope  In  Somalia.  They  are  considered  a  vital  component 
of  future  defense  systems. 

♦  Israel's  AGM-142  HAVE  NAP  missile  (a  highly  accurate  standoff  attack  weapon)  is  now  being  used  by 
the  U.S.  Air  Force  to  enhance  the  United  States'  aging  fleet  of  B-52  bombers  for  conventional  missions. 

Other  areas  of  technological  mihtary  cooperation  include;  ship-to-ship  missiles,  night-targeting  systems, 
air-to-air  missiles,  electronic  naval  decoys,  and  submarine  technology. 

Israel's  Value  as  a  Port  of  Call  and  Training  Ground  for  U.S.  Forces: 

Utilizing  local  pon  and  training  faciUties  of  our  capable  allies  ~  such  as  Israel  -  becomes  essential  as  the 
U.S.  defense  budget  continues  to  shnnk.  the  number  of  U.S.  naval  vessels  decUnes,  and  regional  force  projection 
requirements  increase. 

Israel  provides  facilities  for  the  storage  and  maintenance  of  U.S.  mihtary  materiel  for  American  or  Israeli 
use  in  a  crisis  situation.  Up  to  $300  million  worth  of  dual-use  military  supphes  will  be  prepositioned  in  Israel. 

Israel's  Capability  as  a  Maintenance  and  Repair  Facility  for  U.S.  Navy  Vessels  and  Weapons  Systems: 

Because  Israel  and  the  United  States  use  common  weapon  systems,  and  because  Israel's  repair  facihties  have 
a  proven  record  of  competitive  performance,  Israel  is  well  suited  to  repair  U.S.  systems,  either  regulariy  or  on  an 
emergency  basis. 

♦  U.S.  Air  Force  F-15  fighters  and  Army  helicopters  based  in  Europe  have  been  sen'iced  and  repaired  in 
Israel  because  of  the  cost  savings  and  outstanding  facihties  there.  Israel  Aircraft  Industries  also  signed  an  agreement 
with  the  USAF  and  other  NATO  air  forces  for  the  upgradmg  and  modernization  of  F-16s  based  in  Europe. 


96 


♦  Israel's  Haifa  harbor  continues  to  be  the  favorite  port  of  call  for  the  U.S.  Navy's  Sixth  Fleet,  accounting 
for  roughly  50  percent  of  all  visits  in  the  Eastern  Mediterranean.  An  average  of  20  U.S.  warehips,  including  aircraft 
carriers,  visit  the  port  each  year,  many  to  utilize  the  harbor's  excellent  and  unique  repair  and  servicing  facilities. 
In  addition,  the  60,000  American  sailors  and  mannes  who  are  annually  offered  shore-leave  are  warmly  welcomed 
and  do  not  encounter  the  hostility  which  they  frequently  experience  in  other  countries.  A  SI 5  million  Haifa  port 
improvement  program  is  now  complete.  The  U.S.  Navy  has  also  studied  the  cost  of  upgrading  the  port  further  to 
accommodate  an  aircraft  carrier,  concluding  that  a  $21.7  million  investment  in  creating  a  "deep  draft  berth"  would 
allow  better  earner  access  ashore,  thus  making  port  visits  safer  and  easier  to  manage. 

Israel  as  a  Training  Ground  for  U.S.  Forces: 

Israel  is  the  orJy  U.S.  ally  in  the  Middle  East  tliat  can  regularly  provide  target  ranges  and  training  centers 
as  well  as  expertise  in  fighting  in  extreme  heat  and  desert  conditions.  The  U.S.  armed  forces  and  the  IDF  have 
conducted  joint  training  maneuvers  for  many  years. 

Joint  military  maneuvers  were  conducted  by  the  IDF  and  many  elements  of  the  U.S.  armed  forces.  In 
addition,  the  United  States  has  made  extensive  use  of  Israeli  facilities.  Most  recently,  units  of  the  IDF  and  American 
land,  naval,  and  air  forces  conducted  joint  maneuvers  in  Israel's  Negev  desert  and  the  Mediterranean  Sea  during 
March.  These  are  the  largest  joint  exercises  ever  conducted  between  the  two  allies,  underscoring  the  importance  both 
sides  attach  to  expanding  the  strategic  relationship.  The  IDF  Home-Front  Command  and  U.S.  Army  also  conducted 
a  series  of  tests  in  1994  to  determine  effective  methods  of  protection  against  future  Scud  attacks.  The  Israeli  Na\7 
participates  in  jomt  naval  exercises  with  the  Sixth  Fleet  designed  to  strengthen  U.S.  anti-submarme  warfare  and  air- 
defense  capabilities  in  the  Mediterranean.  Israel  has  staged  joint  training  with  American  special  anti-terronst  forces. 
While  intended  primarily  to  protect  the  Jewish  state  from  air  attack  and  support  the  ground  forces,  the  IDF  could 
in  particular  circumstances  join  a  coalition  with  the  U.S.  armed  forces  against  a  mutual  threat. 

American  air  crews  have  difficulty  getting  weapons  training  in  Europe  because  of  the  poor  weather  and 
range  restrictions,  so  they  are  better  able  to  deliver  weapons  and  practice  realistic  combat  missions  on  Israeli  ranges 
where  the  climate  lends  itself  to  meeting  U.S.  training  requirements. 

♦  Israel  proved  to  be  a  useful  training  ground  for  operations  used  in  Desert  Storm.  For  example,  U.S. 
Army  and  Marine  Corps  hebcopters  and  fighters  trained  at  the  Negev  range  in  Israel  during  Desert  Shield. 
Helicopter  and  hea\7  mechanized  traimng  have  also  been  conducted  using  IDF  facilities. 

♦  Israel  is  also  an  important  testing  ground  for  U.S.  equipment  in  Middle  East  conditions.  For  example, 
Israel  has  provided  the  Umted  States  with  improvements  on  air  intake  valves  for  helicopters.  This  improvement  will 
help  prevent  such  problems  as  those  that  led  to  the  failed  U.S.  rescue  attempt  in  Iran  in  1979. 

♦  Israeli  pilots  continue  to  share  their  combat  experiences  with  their  American  counterparts,  both  in  Israel 
and  the  U.S. 

Value  of  Israeli  Technology  in  Assisting  America's  War  on  Drugs: 

IsraeU  innovations  in  interdiction  technology,  a  major  component  in  the  war  against  drugs,  have  been  highly 
successfiil.  Israel's  coast  has  been  effectively  sealed  both  against  terronst  penetration  and  against  the  inflow  of 
contraband. 

Israel  has  achieved  advancements  in  the  following  areas  that  can  be  of  great  benefit  to  the  U.S.  war  on 
dmgs:  reconnaissance  drones;  x-ray  and  detection  machmes;  fast  patrol  boats;  radar  systems;  integrated  command 
and  control;  and  advanced  land  interdiction  systems. 
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Conclusion: 

Strategic  cooperation  has  also  expanded  to  encompass  a  wide  range  of  cooperative  ventures  in  science  and 
technology.  A  joint  Science  and  Technology  Commission  has  been  established,  in  the  area  of  space  research,  an 
Israeli-designed  experiment  was  carried  aboard  the  space  shuttle  Endeavor  in  October  1992.  The  United  States  and 
Israel  are  also  conducting  joint  research  in  satellite-ground  station  laser  ranging  (SLR)  for  geological  and  geogr^hic 
study. 

President  Clinton  has  stressed  his  desire  to  build  upon  the  strategic  cooperation  of  the  past  ten  years,  saying 
that  it  is  fundamentally  linked  to  Israel's  qualitative  edge.  He  stated  that  the  United  States  must  "maintain  our 
special  commitment  to  our  democratic  partner,  Israel,  and  its  overall  security.. .as  well  as  stress  the  need  to  preserve 
Israel's  qualitative  militaiy  edge." 

The  President's  commitment  to  enhancing  the  strategic  relationship  was  underscored  during  his  sumniit  with 
Prime  Minister  Rabin  in  March  1993.  A  new  Senior  Planning  Group  was  created  to  oversee  this  expansion  of 
strategic  cooperation. 

In  September  1992.  the  United  States  and  Israel  issued  a  joint  communique  on  new  strategic  cooperation 
initiatives.  It  stated  that  the  two  sides  would  work  to  implement  previously  enacted  legislation,  and  that  they  "agreed 
that  there  will  be  closer  ties  between  the  two  countries'  armed  forces,  cooperation  on  technology  upgrades  and  the 
Stan  of  discussions  on  Israel's  participation  in  the  Global  Protection  System."  Since  then,  the  two  coimtries  have 
established  a  joint  technology  working  group  to  help  ensure  that  Israel's  qualitative  edge  is  not  further  eroded. 

During  the  course  of  the  past  three  years,  a  wide  variety  of  U.S.  defense  personnel  have  visited  Israel  to 
develop  different  aspects  of  the  strategic  relationship.  Numerous  high-level  defense  officials  from  Israel,  including 
Mmistry  of  Defense  Director-General  David  Ivri  and  then-IDF  Chief-of-StafT  Ehud  Barak,  also  travelled  to  the 
United  States  to  strengthen  ties  with  both  the  administration  and  the  U.S.  armed  forces.  Israel  annually  receives 
visits  from  a  range  of  top-level  U.S.  defense  ofTicials,  each  of  whom  has  discussed  expanding  aspects  of  the  strategic 
relationship  with  their  IDF  and  MoD  counterparts.  Pentagon  visitors  in  1994  included  JCS  Chairman  General  John 
Shalikashvili,  Army  Chief  of  Staff  Gordon  Sullivan  and  BMDO  director  Lt.  General  Malcolm  O'Neill.  Defense 
Secretary  Wilham  Perry  and  his  deputy  John  Deutsch  conferred  with  top  Israehs  in  Washington,  and  the  Secretary 
of  Defense  toured  Israel  this  January. 

Strategic  cooperation  benefits  both  parties.  America's  strategic  position  in  the  Middle  East  and  the 
Mediterranean  has  been  greatly  enhanced  by  the  relationship  with  Israel,  serving  to  restrain  and  deter  conflict  in  the 
region.  Israel's  strategic  value  will  increase  in  coming  years,  as  defense  ties  continue  to  grow  between  our  two 
nations. 


Contribution  to  Regional  Peace  and  Stability 

The  emerging  Arab-Israeli  peace  promises  enormous  benefits-political,  economic,  and  strategic -both  for 
the  United  States  and  for  Israel. 

Two  major  factors  are  of  particular  importance  in  considering  U.S.  policies  toward  the  peace  process: 

♦  A  narrow  window  of  opportunity  has  opened  for  pursuing  Arab-Israeli  peace;  if  this  precious  opporttmity 
is  not  seized  now,  that  window  is  likely  to  close  again-perhaps  for  good. 

♦  Israel  is  taking  major  security  risks  for  peace.  The  success  of  the  peace  process  heavily  depends  on 
sustained  U.S.  policies  and  actions  to  minimize  those  risks,  as  pledged  by  the  President  and  other  senior  U.S. 
officials. 
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The  seaions  below  lays  out  in  detail  the  benefits  of  peace  for  the  United  Slates  and  for  Israel,  and  describes 
both  the  cuireni  window  of  opportunity  for  peacemaking  and  the  risks  Israel  has  been  taking  for  the  sake  of  peace 
with  Its  Arab  neighbors. 

The  American  Stake  In  Mideast  Peace: 

Since  the  end  of  World  War  n,  the  Middle  East  has  been  one  of  the  most  dangerous  flash  points  in  the 
world,  charaaerized  by  repeated  episodes  of  large-scale  warfare,  threats  of  escalation  to  mvolve  the  major  powers, 
disruption  of  international  shipping  and  commerce,  and  enormously  wasteful  expenditures  on  arms  and  armies. 

Now,  for  the  first  time,  there  is  a  possibility  that  the  core  issues  of  the  Arab-Israeli  conflict  -  the  most 
important  major  dispute  in  the  region  -  can  be  peacefully  resolved. 

The  United  States  has  a  vital  interest  in  this  peace  process  in  the  Middle  East,  for  many  reasons: 

♦  Reducing  the  chance  of  another  Arab-Israeli  war,  one  that  could  risk: 

•  disruption  of  the  stability  of  the  entire  region,  which  could  endanger  important 
allies  and  trading  partners  of  the  United  States; 

•  escalation  of  conflia  to  a  point  that  forces  direct  U.S.  military  involvement,  putting  U.S. 
lives  at  risk  and  generating  billions  of  dollars  m  direct  costs  to  [U.S.  taxpayers]; 

•  interruption  of  the  supply  of  and/or  substantial  increase  in  Mideast  oil  pnces, 
with  potential  costs  to  the  United  States  of  tens  of  billions  of  dollars; 

•  Disruption  of  the  global  economy; 
Vital  U.S.  interests  in  regional  peace  include: 

♦  Bringing  stability  to  the  Middle  East,  and  helping  reduce  the  threat  of  terrorism  against  Americans  inside 
and  outside  the  Umted  States. 

♦  Expandmg  Middle  Eastern  markets  for  U.S.  exports;  providing  new  opportunities  for  U.S.  investments; 
and  reducing  the  chance  of  international  crises  disruptive  to  Amencan  commerce  and  jobs, 

♦  Isolating  and  reducing  the  influence  of  radical  Middle  Eastern  countries  such  as  Iran,  Iraq,  and  Libya, 
thus  containing  some  of  the  largest  post-Cold  War  threats  to  American  security. 

♦  Encouraging  Arab  governments  to  reallocate  resources  from  military  to  civilian  needs;  such  reallocations 
would  help  improve  the  Arab  economies,  thus  undercutting  extremists  who  feed  on  poverty  and  threaten  U.S. 
regional  allies. 

Thus,  While  Israel  promotes  America's  strategic  interests  in  the  Middle  East  through  its  democratic  stability 
and  its  mihtary  capability,  it  also  furthers  U.S.  interests  through  its  efforts  toward  creating  a  stable  and  peaceful 
Middle  East.  As  I  said  in  my  introduction,  Israel's  work  in  the  current  peace  process  has  led  to  the  historic 
breakthrough  of  the  past  year  and  is  on  the  verge  of  creating  fimher  breakthroughs,  making  the  Middle  East 
potentially  much  fnendlier  to  U.S.  economic  and  strategic  interests. 

Prune  Minister  Rabin  is  working  very  closely  with  President  Clmton  and  Secretary  of  State  Christopher  to 
capitalize  on  the  remarkable  opportunity  presented  by  the  U.S. -brokered  Madnd  peace  process.  These  cooperative 
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effons  have  led,  in  the  past  nineteen  months,  to  historic  peace  agreements  with  Jordan  and  the  Palestinians.  The 
United  States  and  Israel  are  now  stnving  to  translate  this  progress  to  the  other  negotiatmg  tracks,  particularly  the 
Israel-Syria  talks. 

The  Window  of  Opportunity: 

Because  of  its  vital  interests  in  Arab-Israeli  peace,  the  United  States  is  making  a  maximum  effort  to  use  the 
window  of  opportunity  that  has  opened  for  Middle  East  peace  negotiations.  The  Administration  is  prepared  to  devote 
considerable  resources  to  exploiting  three  unprecedented  developments  that  have  converged  to  produce  this 
opportunity: 

♦  The  collapse  of  the  Soviet  Union  and  the  end  of  communism  in  Eastern  Europe  has  weakened  radical 
movements  and  regimes  in  the  Middle  East  by  eliminating  one  of  their  principal  sources  of  support. 

♦  The  world  community's  firm  response  to  Saddam  Hussein's  aggression  in  Kuwait,  and  the  decisive 
victory  of  the  forces  led  by  the  Umted  States,  discredited  extremists  who  claim  that  Arab  objectives  can  be  achieved 
through  the  barrel  of  a  gun. 

♦  Arab  moderates  have  an  historic  opportunity  to  gain  the  upper  hand  over  rejectionists,  and  have  formed 
a  coalition  to  support  peaceful  negotiations  and  recognition  of  Israel. 

The  Government  of  Israel,  headed  by  Prime  Minister  Yitzhak  Rabin  and  Foreign  Minister  Shimon  Peres, 
has  also  recognized  the  opportunity  opened  by  these  three  factors,  and  has  declared  that  it  is  willing  to  take 
substantial  risks  to  achieve  peace  agreements  while  this  window  of  opportumty  remains  open.  Israel  is  ready  to  make 
very  difficult  decisions  ~  including  withdrawal  from  strategically  unportant  temtones  -  if  by  such  compromises  it 
can  achieve  stability  and  peace  with  its  neighbors.  The  Israeli  Government  recognizes  that,  in  the  shifimg  sands  of 
the  Middle  East,  the  opportunity  may  not  last  indefinitely. 

Pnme  Minister  Rabin  has  noted  that  the  opportumty  for  peace  would  be  lost  once  a  radical  regional  coimtry 
such  as  Iran  or  Iraq  got  hold  of  nuclear  weapons.  Other  cataclysmic  events  that  would  put  an  end  to  peacemaking 
include  radical  takeovers  ~  whether  Islamic  or  secular  -  in  neighboring  Arab  couiunes  or  the  Palestmian  Authority. 
Catastrophic  terronst  anacks  such  as  Ben  Lid  might  also  doom  the  prospects  for  peace. 

Any  of  these  developments  could  occur  within  a  few  years  -  or  even  a  few  months.  If  the  peace  process  is 
to  succeed,  the  time  to  act  is  now. 

The  Palestinian  Track: 

Prime  Minister  Rabin  undertook,  immediately  after  winning  the  June  1992  elections,  important  steps  thai 
were  a  prelude  to  the  even  fimher-reachmg  decisions  he  later  made  in  order  to  facilitate  the  conclusion  of  the  Israel- 
PLX)  accord.  Mr.  Rabin  froze  new  settlement  construction  in  the  territories;  excluded  aimexation  as  an  option  for 
the  permanent  settlement  in  the  territories;  offered  the  Palestimans  general  elections  with  international  monitoring  - 
-  including  by  U.S.  Members  of  Congress  -  for  an  interim  self-governing  authority;  offered,  for  the  first  time, 
legislative  and  executive  powers  to  that  authority;  and  proposed,  also  for  the  first  time,  a  territorial  dimension  in  the 
form  of  Palestinian  management  of  more  than  half  the  lands  in  the  territories  during  the  interim  period.  These  steps 
prepared  the  ground  for  the  colossal  Israeli  moves  toward  the  Palestinians  since  1993: 

♦  Shortly  before  the  White  House  signing  of  the  September  1993  Israel-PLO  Declaration  of  Principles 
(DOP),  Mr.  Rabin,  on  September  9,  took  the  truly  revolutionary  step  of  officially  recognizing  the  PLO  as  Israel's 
negotiating  partner,  despite  three  decades  of  brutal  PLO  terronsm  against  Israeli  civilians. 
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♦  In  the  DOP  itself,  for  the  first  time  since  the  capture  of  the  territories  in  the  defensive  war  of  1967,  the 
IsraeUs  agreed  to  a  withdrawal  within  the  area  of  the  historic  Land  of  Israel.  The  Israelis  committed  to  a  withdrawal 
from  the  Gaza  Strip  -  where  nearly  half  the  Palestinian  population  of  the  lemiories  resides  -  and  from  the  area  of 
the  West  Bank  town  of  Jericho;  within  two  weeks  of  the  signing  of  the  Gaza- Jericho  accord  on  May  4,  the  Israeli 
army  had  completed  these  withdrawals. 

♦  Unlike  the  1978  Camp  David  accords,  in  which  Israel  agreed  to  Palestinian  self-government  only  over 
people,  not  land,  the  DOP  stipulates  that  the  jurisdiction  of  the  Palestinian  self-governing  council  "will  cover  West 
Bank  and  Gaza  territory."  Furthermore,  to  allay  Palestinian  fears  that  Israel  intends  to  preempt  the  West  Bank  and 
Gaza's  fmal  status  by  annexmg  some  of  the  territories  dunng  the  interim  period,  the  DOP  states  that  "the  two  sides 
view  the  West  Bank  and  Gaza  as  a  single  territorial  unit,  whose  integrity  will  be  preserved  during  the  interim 
period." 

♦  Whereas  in  the  past,  Israel  consistently  sought  to  de-link  the  interim  agreement  from  the  permanent 
settlement,  this  link  is  now  firmly  established.  Under  the  DOP,  Israel  agreed  that  "the  interim  arrangements  are  an 
integral  part  of  the  whole  peace  process,  leading  to  a  permanent  settlement  based  on  Security  Council  Resolutions 
242  and  338."  The  DOP  further  stipulates  thai  "the  outcome  of  the  permanent  status  negotiations  should  not  be 
prejudiced  or  preempted  by  agreements  reached  during  the  interim  period." 

Other  far-reaching  commitments  undertaken  by  Israel  m  the  DOP  included; 

♦  Transfer  of  authority  to  the  Palestinian  residents  of  Gaza  and  Jericho  in  most  spheres,  and  establishment 
of  a  large  Palestinian  police  force  in  these  areas. 

♦  Redeployment  of  Israeli  forces  out  of  populated  areas  m  the  rest  of  the  West  Bank. 

♦  Early  empowerment  of  Palestinians  in  the  rest  of  the  West  Bank  m  five  unportant  admmistrative  areas: 
education  and  culmre,  health;  social  welfare;  direct  taxation;  and  tounsm. 

♦  "Direct,  free,  and  general  political  elections. ..under  agreed  supervision  and  international  observation,"  after 
the  Gaza- Jericho  withdrawal,  for  a  self-governing  authority  for  all  the  Palestinian  residents  of  the  territories.  Even 
Palestiman  residents  of  Jerusalem  will  be  allowed  to  participate  in  these  elections. 

♦  Israel  committed  itself  to  negotiations  with  the  Palestinians,  to  start  by  the  begmning  of  the  third  year 
after  the  implementation  of  the  Gaza-Jericho  withdrawal,  in  which  the  final  status  of  Jerusalem,  Palestiman  refugees, 
settlements,  security  arrangements,  and  borders,  among  other  issues,  will  be  decided.  Israel  has  not  ruled  out  any 
option,  other  than  annexation,  regarding  the  permanent  status  of  the  territories  ~  not  even  Palestinian  statehood. 

♦  Israel  agreed,  in  the  DOP,  to  set  up  an  Israeli-Palestinian  Committee  for  Economic  Cooperation  to  focus, 
among  other  things,  on  the  following:  water  resources;  electricity;  energy  development;  finance;  transport  and 
commimications;  and  trade. 

Following  the  conclusion  of  the  DOP,  Israel  undertook  further  important  commitments: 

♦  At  the  Donors'  Conference,  convened  by  the  U.S.  on  October  1 ,  1993,  to  provide  international  financial 
support  for  the  Palestimans,  Israel  committed  to  granting  the  Palestinian  residents  of  the  West  Bank  and  Gaza  $75 
million  over  the  next  five  years  . 

♦  In  the  February  9,  1994,  Cairo  Agreement  on  implementing  the  DOP,  Israel  agreed  to  allow  the 
Palestinians  to  have  a  significant  share  of  authority  -  as  well  as  armed  Palestinian  policemen  ~  at  the  border 
crossing  terminals  between  Jericho  and  Jordan  and  the  Gaza  Strip  and  Egypt. 
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Israel  has  also  undertaken  important  confidence-building  measures  toward  the  Palestinians: 

♦  The  release  of  thousands  of  Palestinian  prisoners 

♦  Allowing  dozens  of  Palestinian  deportees  to  return  to  the  territories. 

♦  Allowing  thousands  of  Palestinians  to  return  to  the  territories  imder  a  family  reunification  plan. 

♦  Outlawing  the  racist,  anti-Palestinian  Kach  and  Kahane  Chai  movements  and  arresting  their  top  leaders. 

♦  Approving  the  reopening  of  Jordanian  banks  in  the  West  Bank. 

On  May  4, 1994,  Prime  Minister  Rabin  and  Chairman  Arafat  signed  in  Cairo  the  Gaza- Jericho  accord.  This 
historic  agreement  formally  initiated  Palestinian  self  government  and  began  the  process  of  reconciling  Israel's 
security  concerns  with  Palestinian  aspirations.  The  accord  and  its  annexes  outlined  Israel's  withdrawal  and  the 
transfer  of  authority  to  the  Palestinians.  It  provided  the  Palestinians  with  a  significant  measure  of  self-goverrunent: 

♦  The  Gaza-Jericho  accord  established  a  25-person  Palestiman  Authority  (PA)  and  provided  it  with 
extensive  legislative,  executive,  and  administrative  powers. 

♦  The  PA  was  granted  jurisdiction  over  the  entire  territory  of  the  Gaza  Strip  and  the  Jericho  area  except 
settlements  and  security  locations,  and  over  all  non-Israelis  visitmg  or  residing  in  these  areas. 

♦  The  PA  was  allowed  to  operate  a  "strong  police  force"  of  9,000  officers,  equipped  with  armored 
personnel  earners,  machine  guns,  and  automatic  rifles.  (On  a  per-capita  basis,  this  force  was  to  be  more  than  triple 
the  size  of  Israel's  own  police  —  and  it  has  subsequently  increased  by  another  7,000  policemen.) 

♦  The  PA  was  authorized  to  administer  all  aspects  of  daily  Palestinian  life,  including  public  utilities  and 
services,  water  distribution,  the  issuing  of  licenses,  health  care,  education  and  culture,  taxation,  tourism,  land 
ownership,  envirorunental  protection,  labor  relations,  social  welfare,  the  legal  system,  economic  development,  and 
infrastructure. 

♦  Palestinian  police  boats  were  allowed  to  patrol  in  Gaza's  coastal  waters  up  to  a  six-mile  limit,  and 
Palestiman  fishing  boats  can  operate  up  to  the  12- mile  international  limit. 

♦  Israel  agreed  to  allow  the  Palestinian  authority  to  issue  three-year  travel  documents  to  the  residents  of 
Gaza  and  Jencho.  labeled  "Laissez-Passer,"  with  the  word  "passport"  printed  below. 

♦  The  Palestinians  was  allowed  to  raise  Palestinian  flags  anywhere  in  the  Gaza  Strip  and  the  Jericho  area. 

♦  Israel  also  agreed  that  the  PA  will  issue  postage  stamps. 

♦  Gaza  and  Jericho  were  to  have  at  least  one  international  area  code  separate  from  Israel,  and  radio  and 
television  transmission  frequencies  were  allocated  to  the  Palestinians. 

♦  The  PA  was  allowed  to  establish  a  Palestinian  Monetary  Authority  to  regulate  banks  in  the  self- 
government  areas,  manage  foreign  currency  reserves,  oversee  foreign  exchange  transactions,  and  determine  the 
liquidity  ratios  on  deposits. 

On  August  29, 1994,  the  two  sides  reached  agreement  on  "early  empowerment"  to  transfer  additional  spheres 
of  authority  ~  education,  tounsm,  taxation,  health,  and  welfare  -  in  the  rest  of  the  West  Bank  to  the  PA.    The 
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transfer  of  these  areas  to  the  PA  was  delayed  until  the  Palestinians  developed  the  means  to  finance  their  new 
responsibilities,  early  empowermeni  was  completed  in  December. 

Prune  Mmister  Rabm  has  taken  all  these  ground-breaking  steps  despite  a  surge  m  Palesuman  terronsm 
against  Israelis  and  an  escalauon  in  the  famihar  hateful  rhetoric  from  Palestmian  extremists,  which  have  badly  eroded 
the  Israeh  pubhe's  suppon  for  these  policies.  Some  of  the  deadliest  Palestinian  attacks  m  recent  months  have  been 
carried  out  by  Islamic  extremist  orgamzations  such  as  Hamas  and  Islarmc  Jihad,  which  have  mounted  a  relentless 
campaign  of  intimidation  and  bloodshed  clearly  aimed  at  derailing  the  Israel-PLO  accord. 

The  two  remaining  steps  called  for  in  the  Israel-PLO  Declaration  of  Pnnciples  (DOP)  are  elections  for  the 
Palestinian  Council  to  admmister  the  West  Bank  and  Gaza  and  IDF  redeployment  out  of  the  West  Bank's  Palestinian 
populated  areas.  However,  the  PA's  clear  lack  of  resolve  to  combat  terrorism  against  Israelis  has  led  many  Israeli 
officials  to  question  whether  it  is  feasible  to  continue  the  process  with  the  Palesimians.  Palestiman  police  chief  Nasr 
Youssef  said  in  August  that  the  "police  can  stop.. .terrorists  but  have  not  been  given  instructions  to  do  so."  In 
October,  Prime  Minister  Rabin  stated  that  "if  terror  continues,  it  will  be  difficult  for  us  to  contmue  the  peace  process 
with  the  Palestinians." 

Rabin  spoke  dunng  one  of  the  deadliest  months  of  terrorism  in  the  history  of  the  Arab-Israeli  conflict, 
culminating  m  the  October  19  Tel  Aviv  bus  bombmg  in  which  21  Israelis  were  killed. 

Indeed,  the  levels  of  violence  Israel  faces  are  staggering.  Since  the  signing  of  the  Israel-PLO  accord  on 
September  13,  1993,  114  Israeli  citizens  have  been  killed  and  hundreds  of  others  wounded  in  contmuing  terrorist 
attacks  in  Gaza,  the  West  Bank,  and  inside  Israel.  Since  the  onset  of  the  Gaza-Jencho  self-rule  in  May  1994,  68 
Israehs  have  been  killed  in  terrorist  attacks,  most  of  them  within  Israel.  In  the  past  four  months  alone,  more  than 
50  Israelis  have  been  killed.  In  addaion,  a  number  of  lethal  terrorist  attacks  failed  or  were  frustrated  -  including, 
just  last  week,  the  interception  by  the  Israeh  secunty  forces  of  a  Palesuman  truck  loaded  with  explosives  on  its  way 
from  Gaza  to  Beersheba. 

In  addition  to  the  stabbing  attacks  and  shootings  of  individual  Israelis,  Israelis  have  been  subject  to  a  senes 
of  attacks  inside  Israel  by  extremist  Islamic  suicide  bombers  from  Hamas  and  Islamic  Jihad.  Israeh  casualties  from 
these  suicide  attacks  include  the  21  Israelis  killed  and  more  than  60  wounded  in  the  January  1995  suicide  bombmg 
in  Beit  Lid;  the  13  civilians  injured  in  the  December  25.  1994  suicide  bombing  in  Jerusalem;  the  22  dead  and  almost 
50  wounded  in  the  October  1994  suicide  bus  bombmg  m  Tel- Aviv;  the  7  Israehs  killed  and  50  wounded  in  an  Apnl 
1994  suicide  attack  on  a  bus  in  Afiila,  and  the  4  Israehs  killed  m  an  Apnl  1994,  suicide  bombing  of  a  bus  in  Hadera. 

Hamas  is  a  militant  offshoot  of  the  Palestinian  Moslem  Brotherhood.  It  evolved  from  its  origins  as  a  social 
welfare  orgamzaiion  into  one  of  the  deadliest  foes  of  peace  m  the  Middle  East.  Violently  opf)osed  to  any  peace 
negotiation  or  agreements  with  Israel,  m  particular  the  Israel-PLO  accord,  Hamas  continues  to  call  for  Israel's  total 
destruction  and  its  replacement  with  an  Islamic  Palesuman  state.  The  organization's  fundmg  comes  primarily  from 
Iran  and  from  Saudi  citizens  as  well,  with  Iran  playmg  a  growing  role  in  sponsoring,  arming,  and  trainmg  the 
organization. 

Hamas  and  Islamic  Jihad  have  a  long  record  of  terrorist  attacks  against  Israeli  soldiers  and  both  Israeli  and 
Palestinian  civihans.  The  terronsts'  intentions  are  clear.  A  1994  Hamas  leaflet  declared;  "Day  after  day,  we  are 
making  Rabin  -  the  king  of  terror  —  dnnk  the  bitter  poison."  Another,  particularly  gruesome  Hamas  leaflet  stated, 
"HamasCo.,  the  company  for  the  imports  of  Israeh  flesh,  annotmces  the  sale  of  Israeh  flesh  in  accordance  with  the 
Islamic  tariff  ...Objective;  generating  a  large  quanuty  of  flesh  until  the  withdrawal  of  the  last  Ziomst  soldier."  A 
Hamas  spokesman  said  in  December  1993,  that  "if  the  Jews  withdraw  completely  from  the  Gaza  Strip,  the  intifada 
operations  in  the  Strip  would  completely  cease.  But  the  Jihad  [holy  war]  will  not  cease,  because  the  Jews  would 
then  continue  to  exist  in  other  pans  of  Palestine."  , 
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Hamas  and  Islamic  Jihad  are  not  the  only  "rejeaionist"  Palestinian  organizations.  Ten  major  terrorist  groups 
met  m  Damascus  in  1994  to  plan  the  destruction  of  the  Israel-PLO  accord.  They  included,  in  addition  to  the  two 
extremist  Islamic  organizations,  the  PLO's  Democratic  Front  for  the  Liberation  of  Palestine  (DFLP),  Popular  Front 
for  the  Liberation  of  Palestine  (PFLP),  Ahmad  Jibril's  group  PFLP-General  Command,  the  Palestine  Liberation  Front 
(PLF),  and  other  PLO  constituents.  In  late  March  of  last  year,  Libyan  leader  Muammar  Qaddafi  pledged  to  provide 
material  support  for  the  rejectionists'  alliance. 

Continued  high  levels  of  intra-Palestinian  violence  in  the  territories  illustrate  the  explosiveness  of  the 
Palestinian  street.  Well  over  a  thousand  Palestinians  have  been  murdered  by  other  Palestinians  in  the  territories  since 
the  beginning  of  the  intifada  in  1987.  In  1992  alone,  according  to  the  IDF,  238  Palestinians  were  murdered,  and 
another  141  were  assassinated  in  1993. 

Despite  the  terrorism  and  intia-Palestinian  violence,  Israel  and  the  PLO  are  still  negotiating  over  IDF 
redeployment  and  Palestinian  elections.  Since  the  fate  of  Israeh  settlements  will  not  be  considered  until  final-status 
talks,  the  IDF  must  retain  the  abihty  to  protect  settlers  after  redeployment  takes  place.  Israeli  settlements  in  the  West 
Bank  are  much  more  geographically  dispersed  than  in  Gaza.  Thus  Israel  is  understandably  reluctant  to  redeploy 
given  the  PA's  inability  to  thwart  terrorism  thus  far.  Therefore  these  negotiations  are  expected  to  last  for  several 
months  —  hopefully  to  be  concluded  by  the  July  1  target  date  recently  agreed  upon  between  Israel  and  the  PLO. 

Assessing  PLO  Compliance 
With  Its  CommitmeDts: 

In  Yasir  Arafat's  September  9, 1993  leners  to  Prime  Minister  Yitzhak  Rabin  and  to  Norwegian  Foreign  Minister 
Johan  Jorgen  Hoist;  in  the  September  13,  1993  Declaration  of  Principles;  and  in  the  Gaza- Jericho  Accord,  signed 
in  Cairo  on  May  4, 1994,  the  PLO  made  a  series  of  commitments  to  recognize  Israel  and  end  acts  of  violence  against 
it.  The  Government  of  Israel  has  been  negotiatmg  with  the  PLO  as  the  representative  of  the  Palestinians  in  the 
temiones  on  the  basis  of  these  same  PLO  commitments. 

President  Clinton,  Secretary  of  State  Christopher,  Prime  Minister  Rabin  and  Foreign  Minister  Peres  have 
all  stated  very  clearly  that  the  success  of  the  peace  process  will  depend  on  the  PLO's  comphance  with  its 
commitments.  In  addition,  several  laws  enacted  by  Congress  and  signed  by  the  President  condition  the  U.S. 
relationship  with  -  and  assistance  to  -  the  PLO  on  compliance  with  these  commitments. 

Since  the  onset  of  the  implementation  of  the  Gaza- Jericho  agreement  almost  a  year  ago,  Israeli  Prime 
Minister  Yitzhak  Rabin  and  other  senior  officials  have  become  increasingly  critical  in  their  assessments  of  the  PLO's 
compliance  with  its  commitments.  Although,  in  recent  weeks,  Arafat  has  adopted  some  preliminary  measures  against 
terrorism,  Israeli  officials  have  emphasized  that  in  many  areas,  PLO  compliance  remains  inadequate. 

Israel's  foremost  concern  is  that  Palestinian  terrorism  is  continuing  and  that  Arafat  had,  at  least  until 
recently,  failed  to  take  decisive  steps  against  the  armed  extremist  Islamic  groups  openly  operating  in  Gaza.  This 
despite  the  conviction  of  Israeli  and  PA  security  officials  that  Arafat  retained  the  capability  of  doing  far  more  against 
these  terrorist  forces. 

Foreign  Minister  Peres  noted  March  4:  "[Arafat]  hasn't  placed  a  single  terrorist  before  a  court  yet  He  hasn't 

tried  to  disarm  [Hamas  and  Islamic  Jihad.]" 

Time  and  again,  Rabin  and  Peres  have  reiterated  that  they  demand  of  Arafat  not  that  he  prevent  all 
terrorism,  but  that  he  make  a  maximum  effort  to  do  so.  While  the  PLO  has  adhered  to  its  commitment  to  renounce 
terrorism,  Hamas  and  Islamic  Jihad  terrorist  attacks  have  caused  a  continuing  stream  of  Israeli  casualties.  The  PLO 
has  also  been  deficient  by  failing  to  unequivocally  condemn  every  act  of  terrorism.  A  recurrent  pattern  has  been  for 
Arafat  to  publicly  remain  silent  and  to  occasionally,  in  private  conversations  with  Israeli  leaders,  to  condemn  terrorist 
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anacks,  while  his  subordinates  issue  public  condemnations.  Arafat  has  consistently  failed  to  strongly  condemn 
terrorism  in  addresses  to  his  own  constituency.  He  termed  the  January  Beit  Lid  bombing  a  "nuisance"  for 
endangenng  his  efTons  to  achieve  Palestiman  statehood. 

Even  in  the  aftermath  of  Arafat's  recent  actions,  PLO  compliance  problems  continue.  They  include:  the 
Palestinian  Authority's  (PA)  permitting  former  terrorists  to  serve  in  PA  units,  the  PA's  permitting  in  Gaza  and 
Jericho  the  continuation  of  hostile  statements  and  incitement  against  Israel;  the  PA's  failure  to  confiscate  illegal 
weapons,  which  are  often  openly  carried;  the  PA's  failure  to  prevent  the  infiltration  into  Gaza  of  weapons  and 
explosives,  the  PA's  permitting  the  operation  of  unauthorized  forces;  the  PA's  refusal  to  extradite  terrorist  suspects 
to  krael;  and  the  PLO's  failure  to  amend-or  even  attempt  to  amend-the  Palestine  National  Covenant.  In  mid- 
February,  Arafat  finally  rectified  one  major  compliance  infraction;  the  failure  to  provide  Israel  with  a  list  of  members 
of  the  PA's  police  force. 

The  United  States  has  insisted  that  the  PLO  comply  with  its  commitments.  In  December,  Secretary  of  State 
Warren  Christopher  declared;  "The  [Palestinian]  security  pledges  are  absolmely  fundamental  to  the  [peace]  process 
going  forward."  In  January,  he  stated  that  "Israelis  must  be  secure,  and  must  be  reassured... that  the  [PA]  is  doing 
its  part  to  stop  the  violence  and  control  terror."  After  the  Beit  Lid  suicide  bombing,  U.S.  officials  urged  Arafat  to 
do  everything  possible  to  prevent  terrorism  and  to  punish  the  perpetrators.  State  Department  spokeswoman  Christine 
Shelly  declared;  "[W]hat  is  said  in  the  aftermath  of  these  incidents  is,  of  course,  imponam,  but  clearly  the  actions 
[to  apprehend  and  pumsh  the  perpetrators]  thai  follow. ..are  even  more  important." 

Christopher  recently  told  Congress  that  Arafat  has  "taken  stronger  steps  than  have  been  taken  before."  In 
late  January,  the  Senate  adopted  (96-0)  a  resolution  condemning  Palestinian  terrorism  in  Israel.  The  Senate  resolution 
resolved  that  "Arafat  should.. .publicly  and  forcefiilly  condemn  acts  of  terror  against  Israelis,  take  immediate  steps 
to  bring  to  justice  those  responsible  for  such  acts,  and  implement  steps  to  prevent  fiiture  acts  of  terrorism  in  all 
territory  under  his  control."  Just  last  week.  Vice  President  Gore  stated  in  Israel  "We  are. ..urging  Chairman  Arafat 
to  act  decisi\'ely  against  those  who  reject  the  peace,"  and  Secretary  Christopher  said  in  an  interview  with  the 
fVashingion  Times  he  had  told  Arafat  he  must  put  terrorists  on  trial  and  confiscate  weapons  to  reassure  Israelis  the 
peace  process  is  working. 

In  considering  the  U.S.  response  to  the  PLO  compliance  problems,  it  should  be  noted  that  the  Israeli 
government  has  rejected  Uie  option  of  financial  sanctions  to  impro\e  compliance;  it  believes  that  such  sanctions 
would  actually  lead  to  increased  terrorism.  As  Prime  Minister  Rabin  stated  last  October;  "Poverty  is  a  fertile  ground 
for  the  growth  of  Hamas  and  Islamic  Jihad....We  are  encouraging  [economic  assistance  to  the  PA]  because  it  is  also 
in  our  interest  from  the  point  of  view  of  security."  Instead,  the  Israeli  government  is  using  the  peace  process  itself 
to  encourage  compUance;  It  has  stated  that  unless  compliance  improves,  it  will  not  go  ahead  with  redeployment  of 
its  forces  out  of  the  Palestinian  population  centers  in  the  West  Bank. 

Recent  modest  improvements  in  the  PLO's  compliance  suggest  that  the  message  is  beginning  to  get  through. 
The  PLO  has  recognized  Israel's  existence  and  Israel's  right  to  exist.  While  it  has  not  yet  fulfilled  its  commitment 
to  repeal  the  Palestine  National  Covenant,  Arafat  has  declared  the  Covenant  no  longer  apphcable.  The  PLO  has  kept 
to  its  commitment  to  peacefully  negotiate  its  differences  with  Israel  and  it  has  toned  down  its  rhetoric  in  its 
characterizations  of  Israel.   The  PLO  has  recognized  Israel's  right  at  least  to  Western  Jerusalem. 

In  the  past  year  and  a  half  since  the  signing  of  the  Declaration  of  Principles,  terrorism  and  acts  of  violence 
against  Israel  committed  by  members  of  the  PLO  have  ceased.  While  the  PLO  has  not  condemned  every  act  of 
terrorism  against  Israel,  it  has  gone  on  record  as  condemmng  a  number  of  terrorist  acts.  Arafat's  secunty  forces  have 
prevented  at  least  some  terrorist  attacks  against  Israel,  and  the  PLO  has  arrested  some  Hamas  acti\ists.  Some 
Palestinians  accused  of  cnminal  acts  have  been  extradited  to  Israel.  There  is  a  measure  of  Palestinian-Israeli  secunty 
and  other  cooperation.  The  PLO  is  commuing  to  negotiate  peacefiilly  with  Israel.  Arafai  has  commually 
acknowledged  the  need  to  meet  legitimate  Israeli  secunty  concerns.  And  at  a  meeting  of  Egyptian,  Israeli,  Jordanian, 
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Palestinian,  and  American  trade  leaders  February  7-8  in  Taba,  Egypt,  the  PLO  agreed  to  a  joint  declaration 
commining  the  parties  to  "support  all  efforts  to  end  the  boycott  of  Israel." 

AIPAC  will  continue  to  monitor  the  PLO's  conduct  to  help  ensure  adeqtiate  performance  in  the  future. 

The  Syrian  Track: 

Prime  Minister  Rabin  and  the  Clinton  Administration  are  also  focusing  intensely  on  the  Israel-Syria 
negotiations.  Both  leaders  have  reiterated  their  commitment  to  achieving  a  comprehensive  peace  agreement  -  that 
is,  an  agreement  covering  Syria,  Lebanon,  and  Jordan,  in  addition  to  the  Palestimans.  Working  closely  with  the 
United  States,  Israel's  intention  is  to  continue  to  move  forward  on  the  Syrian  track  even  while  achieving  progress 
on  other  negotiating  tracks.  Mr.  Rabin  had  taken  the  bold  step  of  publicly  accepting  the  principle  of  a  withdrawal 
on  the  Golan  Heights  in  remm  for  peace  and  security  with  Syria.  Senior  Israeli  officials  have  suggested  that  Mr. 
Rabin  is  considering  a  major  Golan  withdrawal  if  Syria  offers  a  full  peace  with  adequate  security  arrangements. 

Israel's  negotiations  with  Syria  remain  deadlocked,  however,  because  Damascus  continues  to  insist  that 
Jerusalem  commit  itself  in  advance  to  a  complete  return  to  the  1949  Armistice  lines,  without  reveahng  what  it  is 
willing  to  provide  in  exchange.  President  Assad  imposed  a  three-month  freeze  on  the  negotiations,  which  resiuned 
only  this  month  between  the  two  countries'  ambassadors  in  Washington.  President  Assad  has  consistently  rejected 
Israeli  offers  of  a  meeung  with  Prune  Minister  Rabin  or  a  meeting  between  the  two  nations'  foreign  nunisters  in  an 
effort  to  advance  the  peace  process. 

In  September  1994,  Prime  Minister  Rabin  publicly  announced  an  Israeli  peace  plan  calling  for  a  "very 
partial"  Israeli  withdrawal  on  the  Golan,  followed  by  a  three-year  "testmg  period"  prior  to  a  deeper  withdrawal  ~ 
as  had  been  done  dunng  the  Israeli  withdrawal  from  the  Sinai  following  the  1979  Egyptian-Israeli  peace  treaty. 
Synan  Foreign  Minister  Farouk  al-Sharaa  rejected  this  offer. 

There  have  been  a  few  positive  signs,  but  these  have  been  symbolic  rather  than  substantial.  Israeli  reporters 
have  been  allowed  to  anend  press  conferences  held  by  Syrian  officials.  Foreign  Minister  Sharaa  granted  an  inteniew 
to  Israel  Television.  Peace  posters  appeared  on  the  streets  of  Damascus.  And  Synan  officials  and  the  Synan  press 
made  some  encouraging  statements  about  making  peace  with  Israel  in  the  abstract. 

Some  Syrian  statements  and  actions  suggest  that  President  Assad  might  now  be  serious  about  negotiating 
peace  -  particularly  his  atmouncement  that  he  was  willing  to  have  "normal"  relauons  with  Israel,  allowing  a  U.S. 
congressional  delegation  into  Syria  to  investigate  Israeli  MlAs,  and  issuing  exit  visas  to  all  Syrian  Jews.  However, 
these  gestures  were  primarily  made  to  the  United  Stales  and  not  to  Israel. 

Nonetheless,  in  order  to  coax  President  Assad  into  meaningful  peace  talks.  Prime  Minister  Rabin  has  been 
restrained  in  responding  to  Synan  measures  which  are  reminders  that  Damascus  still  regards  itself  as  maintaining 
a  state  of  war  with  Israel.  Though  the  Synans  have  spoken  pubUcly  and  privately  on  a  number  of  occasions  about 
their  readiness  for  peace.  President  Assad  has  done  little  to  convince  the  Israeb  public  that  his  position  has  changed. 
He  has  yet  to  state  clearly  and  publicly  that  in  exchange  for  an  Israeli  withdrawal  on  the  Golan  he  is  ready  for  a  full, 
normal  peace  with  Israel  containing  adequate  security  arrangements,  a  peace  that  is  not  dependent  on  Israel's 
relations  with  its  other  Arab  neighbors. 

Meanwhile,  Syria's  behavior  continues  to  be  a  source  of  great  concern  for  Israel: 

♦  Syna  continues  its  massive  military  buildup,  including,  in  cooperation  with  Iran  and  perhaps  North  Korea, 
the  development  of  unconventional  weapons  and  ballistic  missiles  that  can  reach  all  of  Israel. 

♦  In  May  1994,  Russia  agreed  to  sell  Syria  $1.6  billion  in  advanced  arms,  including  450  modem  T-72  and 
T-80  tanks  and  more  than  90  Su-27,  Su-24,  and  MiG-29  jet  fighters. 

♦  Syna  remains  an  outspoken  opponent  of  the  PLO-lsrael  accords,  and  its  state-controlled  media  maintains 
a  steady  stream  of  anti-Israel  rhetonc;  Syna's  harsh  cnticism  of  the  Gaza-Jericho  accord  stands  m  stark  contrast 
to  Its  staled  willmgness  to  make  peace  with  Israel. 
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♦  Syria  harbors  in  Damascus  or  in  Syrian-occupied  Lebanon  ten  Palestinian  terrorist  organizations,  including 
Hamas,  Islamic  Jihad,  the  PFLP-GC,  the  DFLP,  and  the  PFLP;  the  State  Department  report  on  terrorism  states  thai 
Syna  "continues  to  provide  support  for  several  groups  that  engage  in  international  terrorism"; 

♦  Syria  continues  its  occupation  of  Lebanon  despite  the  Taif  accords,  intimidates  Lebanon's  Christian 
community,  and  blocks  progress  between  Lebanon  and  Israel  in  their  own  peace  negotiations; 

♦  Syria  allows  Hezbollah  terrorists,  sponsored  by  Syrian  ally  Iran,  to  launch  attacks  against  Israeli  forces 
in  the  southern  Lebanon  security  zone  and  against  Israeli  civilians  in  northern  Israel.  Syria  allows  Hezbollah  to 
operate  not  only  against  the  Israeli  Secunty  Zone  in  southern  Lebanon  biu  also  against  Jewish  targets  worldwide. 
Hezbollah  is  suspected  in  the  bombing  of  the  Allianca  Jewish  Community  Center  in  Buenos  Aires,  Argeiuina  in  July 
1994,  which  killed  nearly  a  hundred  people,  the  worst  attack  on  diaspora  Jews  since  the  Holocaust; 

♦  Syria's  alliance  with  Iran  -  the  world's  foremost  sponsor  of  international  terrorism  -  is  pan  of  a  region- 
wide  effort  to  destabilize  moderate,  pro- Western  regimes.  Among  the  countries  terrorized  by  Iranian-  or  Syrian- 
sup{)orted  groups  have  been  Lebanon,  Egypt,  Algeria,  and  Israel; 

♦  Syria  has  held  the  Lebanese  government  back  from  deploying  its  anny  in  south  Lebanon  to  disarm 
Hezbollah  and  other  militias  that  operate  against  Israel; 


as  well; 


♦  Syria  refuses  to  participate  in  the  multilateral  peace  talks,  and  prevents  Lebanon  from  joining  these  talks 

♦  Syria  continues  its  involvement  in  the  drug  trade,  as  confirmed  by  the  recent  State  Department  report; 


♦  and  in  October  1994  Assad  reacted  to  the  Israel- Jordan  peace  treaty  by  accusing  King  Hussein  of 
"apostasy"  for  agreeing  to  lease  back  land,  returned  to  Jordan  by  Israel  as  pan  of  the  peace  treaty,  for  use  by  Israeli 
farmers.  Before  the  peace  treaty  was  signed,  there  had  been  wammgs  in  the  government-controlled  Syriarr  press 
against  makmg  a  separate  peace  with  Israel,  and  threatening  Jordan  with  unspecified  destabilizing  measures  if  it 
proceeded  to  a  peace  agreement  with  Israel  ahead  of  Syria's  own  pace  m  negotiations  with  the  Israelis. 

Despite  these  troubling  Syrian  measures,  and  although  Israeb  public  opinion  is  deeply  distrustful  of  Syna 
and  reluctant  to  countenance  any  withdrawal  on  the  Golan,  Prime  Mimster  Rabin  has  vowed  to  continue  negotiating 
with  Damascus.  Israeli  leaders  have  indicated  they  are  willing  to  take  pamfiil  steps  for  peace  if  the  Syrians  respond 
positively  to  their  proposals. 

Terrain  &  Technology';  the  Importance  of  the  Golan  Heights  to  Israel's  Security: 

For  almost  30  years,  Israel's  control  of  the  Golan  Heights  has  provided  a  defensive  buffer,  terrain  advantage 
and  early  warning  vantage  point  to  the  IDF.  This  has  allowed  a  relatively  small  siandmg  force  to  be  deployed  facing 
much  larger  Syrian  military  units  across  the  border.  A  withdrawal  of  the  IDF  on  the  Golan  as  pan  of  a  peace  accord 
with  Damascus  will  involve  definite  risks,  but  nsks  that  may  be  largely  mitigated  by  the  presumed  secunty  provisions 
of  the  agreement  and  commitments  by  the  United  States  to  take  the  steps  necessary  to  support  Israel's  detenem 
posnare  and  quaUtative  edge  in  hght  of  the  new  strategic  reality. 

Military  technology,  including  state-of-the-art  surveillance  technology,  precision-guided  smart  munitions, 
and  other  defensive  systems,  must  in  large  pan  offset  the  territorial  risks  Israel  would  be  taking  by  redeploying  the 
IDF  westward.  Israel  will  need  to  look  to  the  Umted  States  to  support  its  ability  to  procure  the  technical  means  to 
balance  its  territorial  risks. 

The  Lebanese  Track: 

Israel  has  no  temiorial  claims  against  Lebanon.  It  maintains  a  security  zone  in  southern  Lebanon  only  to 
prevent  cross-border  terronst  attacks  by  Hezbollah  tenonsis  on  civihan  populations  m  northern  Israel. 

Pnme  Minister  Rabin  has  said  that  Israel  does  "not  want  one  square  inch  of  Lebanese  soil....  Our  problem 
with  Lebanon  is  limited  to  secunty."  In  a  major  address  to  the  Knesset  last  year,  he  urged  the  Lebanese  Army  to 
deploy  m  southern  Lebanon  and  disarm  Hezbollah.  Rabin  added:  "We  will  be  prepared  to  withdraw  to  the 
international  border  between  Lebanon  and  Israel  on  three  conditions:    fiill  peace  and  normalization;  appropriate 
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security  arrangements;  and,  of  course,  our  commitment  to  the  South  Lebanon  Army  and  the  residents  of  southern 
Lebanon  -  the  integration  of  the  SLA  within  the  Lebanese  army  and  a  guarantee  to  residents  of  southern  Lebanon 
that  they  will  not  be  harmed." 

Syria,  however-  which  mamtains  40,000  soldiers  m  Lebanon  —continues  to  obstruct  Beirut's  bilateral  peace 
negotiations  with  Israel.  Already,  in  1992,  Syria  prevented  Lebanon  from  accepting  an  IsraeU  proposal  for  joint 
military  consultations  on  the  situation  in  southern  Lebanon;  the  Israeli-Lebanese  talks  have  barely  moved  forward 
since.  As  Mr.  Rabin  said  last  year;  "The  negotiations  with  Lebanon  are  connected  with  the  negotiations  with  Syria, 
and  we  know  that  Beirut  will  not  hft  a  finger  without  the  approval  of  Damascus."  Clearly,  Syna  holds  the  key  to 
Israeli-Lebanese  peace,  which  could  be  signed  tomorrow  if  Lebanon  were  a  free  country. 

The  Jordanian  Track: 

The  October  26, 1 994,  Israeli- Jordanian  peace  treaty  reflects  a  cooperative  approach  to  both  collective  threats 
and  shared  needs,  and  it  deUneates  a  plan  for  political,  economic,  social,  and  cultural  interaction.  The  treaty  fiilly 
normalizes  relations  between  the  two  countries  —  including  the  exchange  of  Ambassadors  and  the  free  movement 
of  goods  and  people  across  the  border,  as  well  as  the  termination  of  the  Arab  boycott.  The  two  countries  also  have 
agreed  to  share  water  and  cooperate  on  water  projects  to  boost  the  supply  of  available  water.  King  Hussein  has 
pledged  "a  warm  peace"  with  Israel.  Israel  and  Jordan  formally  established  relations  in  December  and  will  exchange 
ambassadors  soon. 

♦  Pnme  Minister  Rabin  met  with  Kong  Hussein  in  January  1995  and  told  King  Hussem  that  Israeli  forces 
will  withdraw  to  the  mutually-agreed  iniemaiional  border  wiihm  one  month.  In  November  1994,  Israeli  and 
Jordanian  military  officials  met  for  the  first  time  to  organize  border  demarcation  and  establish  a  joint  security 
committee. 

♦  Both  parties  are  coramined  to  developing  "an  agreement  to  facilitate  and  encourage  mutual  tourism  and 
tourism  from  third  countries."  Aqaba  and  Eilat  have  been  singled  out  in  the  treaty  for  joint  tourism  development; 
a  free  trade  zone  for  in\estmem,  banking,  industrial  cooperation  and  labor;  and  cooperation  in  a  range  of  other  ci\il 
matters. 

♦  Cooperative  infrastructure  initiatives  will  provide  for  the  electricity  grids  of  the  two  countries  to  be 
connected,  and  for  direct  telephone  and  facsimile  hnes,  postal  links,  normal  wireless  and  cable  communications,  and 
telephone  relay  services  by  cable,  radio  and  satellite.  Work  has  already  begun  to  link  the  electricity  grids  of  Aqaba 
and  Eilai  and  to  connect  the  gnds  between  the  Afiila  area  in  Israel  and  Jordan  across  the  Sheikh  Hassan  Bndge. 
Israeli  officials  reponed  m  January  thai  the  electricity  gnd  of  Eilat  will  be  ready  for  linkage  to  the  grid  of  the 
Jordanian  port  of  Aqaba  in  July;  Jordan's  electricity  gnd  will  be  prepared  for  linkage  a  few  months  afterwards. 

♦  The  two  countries  have  agreed  to  maintain  roads  and  border  crossings  between  their  countries,  to 
negotiate  direct  air  links,  and  to  continue  negotiations  for  a  highway  from  Taba  to  Aqaba  to  be  constructed  and 
maintained  by  Egypt,  Jordan  and  Israel. 

♦  Israeli  and  Jordanian  representatives  met  in  Eilat  in  January  to  complete  negotiations  of  a  "Most-Favored- 
Nation"  (MFN)  trade  treaty  between  the  two  countries.  The  main  points  of  the  accord  have  already  been  settled  and 
officials  expect  to  complete  the  treaty  soon.  In  this  accord  Israel  will  grant  Jordan  Mf  N  status  and  open  the  Israeh 
market  to  Jordanian  imports. 

The  Multilateral  Negotiations: 

Most  of  Israel's  Arab  neighbors  rule  out  formal  regional  cooperation  agreements  with  Israel  in  the 
multilateral  negotiations  on  regional  issues  until  the  Jewish  state  cedes  additional  temtory.  Nonetheless,  Israel  has 
been  an  enthusiastic  participant  in  the  multilateral  peace  talks  since  their  inception  m  1991 .  The  Rabm  Government 
has,  to  its  credit,  developed  practical  ideas  for  Middle  East  economic  and  poliucal  cooperation  that  could  help 
transform  the  region  and  comnbuie  to  Amencan  interests  in  democracy  and  trade.  Foreign  Minister  Shimon  Peres 
is  leading  Israel's  efforts  to  develop  this  framework  for  cooperation,  which  will  pave  the  way  for  at  least  six  regional 
cooperation  initiatives  on  the  basis  of  agreements  reached  in  the  multilateral  negotiations: 

♦  the  estabhshmem  of  a  Middle  Eastern  conmion  market; 
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♦  the  creation  of  joint  ventures,  based  upon  integrating  technology,  capital,  skilled  labor,  and  natural 
resources  from  both  inside  and  outside  the  Middle  East; 

♦  the  establishment  of  an  integrated  network  of  infrastructure  for  ports,  airports,  railways,  and  energy  plants; 

♦  the  opening  of  borders  for  tourism; 

♦  the  promotion  of  cooperation  in  the  fields  of  health,  professional  traiiung,  knowledge,  technology,  and 
agriculture; 

♦  the  removal  of  all  types  of  boycotts,  thereby  aiding  U.S.  companies  eager  to  do  busmess  in  the  Middle 
East. 

In  the  past  year,  Israel's  constructive  stance  in  the  five  Multilateral  Working  Groups  -  arms  control,  water, 
reftigees,  the  environment  and  economic  development  -  has  helped  the  multilateral  talks  achieve  considerable 
progress.  These  negotiations  have  been  attended  by  no  less  than  30  countries  from  the  Middle  East,  Europe,  Asia, 
and  North  America,  including  13  Arab  states  such  as  Egypt,  Jordan,  Tumsia,  Morocco,  Saudi  Arabia,  and  Kuwait. 
The  parties  are  working  together  to  solve  the  region's  most  senous  long-term  problems:  arms  control  and  regional 
security;  the  environment;  refugees;  water;  and  economic  development. 

In  late  1992,  Israel  agreed  to  allow  Palestinians  from  outside  the  temtones  to  take  part  in  the  Refiigee 
Working  Group.  Also  in  1992,  Israel  accepted  the  full  participation  of  the  United  Nations  and  the  European  Union, 
bodies  that  ha\e  traditionally  taken  positions  more  favorable  to  Arab  parties. 

These  talks  have  moved  from  exchanges  among  academics  to  discussing  concrete  proposals  for  shaping  the 
economic,  security,  and  social  elements  of  the  future  Middle  East:  feasibility  studies;  traiiung  projects;  negotiations 
on  declarations  of  pnnciples;  and  steps  toward  creatmg  data  bases  and  communications  networks.  At  the 
environment  talks  in  late  1993,  Israel,  Jordan  and  Egypt  agreed  to  establish  a  project  to  control  pollution  in  the  Gulf 
of  Aqaba.   In  1994,  four  out  of  the  five  Multilateral  Working  Groups  conducted  their  meetings  on  Arab  soil. 

These  talks  produced  clear,  substantive  progress  toward  Arab-Israeli  cooperation  in  confronting  the  long-term 
problems  of  the  Middle  East  and  moving  towards  genuine  regional  economic  cooperation  during  1994: 

♦  Israeli  delegations  in  1994  participated  in  multilateral  talks  in  Oman,  Qatar,  Bahrain,  and  Tunisia, 
accompanied  by  Israeh  journalists.  Israeli  officials  held  meetmgs  with  their  counterparts  in  these  nations.  The 
Israelis  were  reportedly  received  warmly  in  all  of  these  countries. 

♦  Environment  Mmister  Yossi  Sarid  led  an  Israeli  delegation  to  Bahram  in  October  for  the  Multilateral  talks 
on  the  environment  ~  the  highest  ranking  Israeli  to  visit  any  Gulf  country.  He  met  with  Bahrain's  Foreign  Mimster, 
Sheikh  Muhammad  Ibn  Mubarak  al-Khalifa.  On  the  same  day  that  the  Israel-Jordan  accord  was  signed,  the  41 
countries  present  at  the  talks  agreed  unanimously  on  a  code  for  protecung  the  region's  environment,  the  first  region- 
wide  result  of  the  multilateral  talks. 

♦  The  environmental  talks  held  earlier  in  1994  produced  a  netwoiic  of  Israeli- Egyptian- Jordanian  emergency 
response  centers  for  dealing  with  maritime  pollution  in  the  Red  Sea  and  Gulf  of  Eilat. 

♦  The  water  issues  working  group  also  made  progress  in  1994  by  agreeing  to  an  Israeli  proposal  to 
rehabihtate  water  systems  in  the  region.  A  desalmization  research  center  was  established  in  Oman,  which  will 
include  Israelis  on  its  staff. 

♦  Panels  dealing  with  refugees  and  the  regional  economic  development  set  in  motion  several  cooperative 
projects.  These  included  a  commitment  to  develop  housing  for  Palestinian  refugees  in  Syria  and  Lebanon,  and  the 
construction  of  regional  electncity  grids.  Arab  and  Israeli  participants  also  agreed  to  build  an  Aqaba-Eilai-Sinai 
highway. 

One  particularly  important  policy  area  of  the  multilateral  negotiations  is  arms  control  and  regional  secunty 
(ACRS).  At  its  fifth  session  in  Doha,  Qatar,  in  May  1994,  the  working  group  failed  to  adopt  a  draft  "Declarauon 
of  Prmciples"  because  of  objections  from  Saudi  Arabia  to  a  clause  statmg  "all  regional  parties  should  pursue  the 
common  purpose  of  achieving  full  and  lasting  relations  of  peace,  ojjenness,  mutual  confidence,  security,  stability  and 
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cooperation  throughout  the  region."  Still,  there  were  several  specific  confidence-building  proposals  on  the  agenda, 
including  a  voluntary  computer-based  communications  network  that  would  hnk  the  foreign  ministries  of  Middle 
Eastern  states. 

The  same  body  held  discussions  in  November  1994  in  Amman,  where  progress  was  achieved  in 
implementing  several  initiatives  agreed  to  during  the  last  formal  session  m  Qatar  in  May  1994;  creation  of  a  Conflict 
Resolution  Center/Regional  Sectuity  Center  to  be  headquartered  in  Turkey;  cot^ration  on  joint  sea  rescues  and  other 
incidents  at  sea;  and  a  commumcations  hotline  linking  Arab  and  Israeli  foreign  ministries. 

The  ACRS  working  group  met  in  December  1994  in  Tunis  and  agreed  on  two  measures  designed  to  reduce 
tensions  in  the  region:  Israel  and  the  12  participating  Arab  states  will  henceforth  provide  advance  notification  of 
military  exercises  involving  more  than  4,000  troops  or  110  tanks;  and  the  participants  agreed  to  exchange  military 
information. 

Israel  also  endorsed  the  creation  of  a  comprehensive  nuclear  test  ban  treaty,  indicating  that  all  Middle 
Eastern  states  should  join,  and  submitted  a  list  of  its  1993  arms  imports  and  exports  to  the  UN  Anns  Transfer 
Registry. 

Israel  has  been  forward-leaning  on  arms  control.  As  early  as  1980,  it  proposed  to  the  United  Nations 
negotiations  to  exclude  unconventional  weapons  from  the  Middle  East,  including  the  creation  of  a  nuclear-free  zone. 
It  has,  however,  resisted  regional  pressures  to  prematurely  join  the  Nuclear  Non-Prolifeiation  Treaty,  noting  the 
existential  threats  it  continues  to  face  from  rogue  states  possessing  weapons  of  mass  destruction. 

Israel  was  a  founding  signatory  of  the  Chemical  Weapons  Convention  in  Paris  in  1993,  where  Foreign 
Minister  Shimon  Peres  proposed  eventual  Arab-Israeli  mutual  inspections  to  verify  futiu^  arms  control  agreements. 
Sadly,  this  landmark  agreement  was  boycotted  by  most  of  the  Arab  world.  Israel  also  adheres  to  the  Missile 
Technology  Control  Regime,  and  is  a  participant  in  the  new  UN  arms  transfer  registry. 

President  Clinton  has  made  Middle  East  arms  control  a  central  foreign  policy  priority  for  his  Administration. 
In  a  November  1992  interview  the  President  said,  "1  will  act  more  vigorously  to  stop  the  spread  of  dangerous 
missiles  in  the  Mideast,  and  insist  on  a  strong  international  effort  to  keep  weapons  of  mass  destruction  out  of  the 
hands  of  nations  like  Iran,  Iraq,  Syna,  and  Libya.  Our  policy  must  include  not  only  an  effort  to  reduce  this  spread, 
but  a  reaffirmation  of  our  strong  commitment  to  maintaimng  Israel's  qualitative  military  edge  over  its  potential 
adversaries."  Indeed,  Israel  and  the  United  States  are  close  partners  in  the  effort  to  control  proliferation  of  weapons 
of  mass  destruction.  AIPAC  is  concerned  about  the  ending  of  COCOM  without  agreement  on  a  new  regime  to 
control  the  spread  of  advanced  technologies  to  countries  of  concern.  It  is  also  hoped  that  a  successor  regime  to 
COCOM  can  be  rapidly  established  to  limit  the  flow  of  dual-use  technologies  and  conventional  arms  to  rogue  states. 

It  is  AIPAC's  objective  to  try  to  end  the  unrestrained  arms  race  in  the  Middle  East.  Syria,  Iran,  and  Saudi 
Arabia  continue  large-scale  arms  purchases.  Regrettably,  the  world's  developed  nations  export  far  too  many  weapwns 
to  this  troubled  region. 

At  the  same  time,  some  regional  arms  control  proposals  could  entail  significant  risks  for  Israel  because, 
historically,  Israel  has  had  not  only  fewer  resources  but  far  fewer  suppliers  than  the  Arabs  and  is  therefore  more 
vulnerable  in  the  event  that  Arab  parties  evade  an  agreement.  While  an  arms-supplier  restraint  regime  will  slow  the 
influx  of  new  weapons  into  the  Middle  East,  arms  control  negotiations  among  the  recipient  states  are  even  more 
crucial.  Currently,  Syria,  Iraq,  Iran,  and  Libya  are  not  participating  in  the  ACRS  round  of  talks.  It  is  hoped  that 
the  multilateral  talks  may  serve  to  eventually  establish  curbs  on  the  regional  arms  race  and  expand  the  creation  of 
confidence-building  measures  (CBMs)  among  the  parties  involved. 

Arab  and  International  Recognition  of  Israel's  Peace  Policy: 

Israel's  dynamic  peace  policy  has  clearly  impressed  a  number  of  Arab  states.  Israel's  contacts  with  the  Arab 
world  have  expanded  dramaucally  since  the  signing  of  the  Israel-PLO  accord.  These  contacts  have  led  to  a  full 
peace  treaty  with  Jordan,  and  to  the  esiabhshmem  of  low-level  diplomatic  ties  with  Morocco  and  Tunisia.  "The  Arab 
states  of  Nonh  Afnca  and  the  Gulf  should.. .normalize  their  relations  with  Israel.  Warm  peace... should  be 
accompanied  by  open  borders,  trade,  tourism,  commercial  relations  and  full  diplomatic  relations,"  U.S.  Ambassador 
to  Israel  Martm  Indyk  stated  February  2. 
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As  a  prelude  io  full  diplomatic  relations  with  Morocco,  Israel  opened  a  liaison  office  in  Rabat  last 
November;  Morocco  opened  its  Israel  office  earlier  this  week.  Foreign  Mmister  Shimon  Peres,  who  inaugurated  the 
office,  stated:  "It  is  the  end  of  the  economic  boycott  and  the  stan  of  a  new  era  of  cooperauon.  Now  the  channels 
between  Rabat  and  Israel  are  open." 

A  visit  by  Foreign  Minister  Peres  last  Jime  culminated  in  an  agreement  to  estabhsh  air  service,  postal  hnks 
and  direct  telecommunications  service  between  the  two  coimtnes.  El  Al  and  Royal  Air  Maroc  have  begun 
discussions  on  estabhshing  direct  flights  between  Tel  Aviv  and  Casablanca. 

The  Israel  Export  Institute  estimated  in  late  last  year  that  trade  with  Morocco  will  reach  $220  million  in  each 
of  the  next  three  years.  Israel  is  expected  to  export  agricultural  products,  irrigation  technology,  electronics,  and 
construction  equipment  to  Morocco. 

Tunisia  and  Israel  announced  on  Oaober  3,  1994  the  establishment  of  low-level  diplomatic  relations,  a 
move  that  both  countries  described  as  the  first  step  in  the  normalization  of  ties.  The  two  countries  will  establish 
economic  liaison  offices  m  the  respective  Belgian  embassies.  Foreign  Ministry  Deputy  Director  General  Yoav  Biran 
led  an  Israeli  delegation  to  Tunisia  in  January  to  discuss  the  opening  of  the  Israeli  mission.  Telecommumcations, 
postal,  and  air  service  hnks  are  also  under  discussion  between  Tumsia  and  Israel. 

A  group  of  Israeli  industrialists  met  in  Tunis  in  January  with  Tunisian  government  officials,  bankers, 
fmanciers,  and  manufacmrers.  American  businessmen,  iiKluding  representatives  from  Merrill  Lynch,  Smith  Barney 
and  Oppenheimer  mvestments,  were  also  pan  of  the  delegation. 

Environment  Minister  Yossi  Sarid  headed  an  Israeli  delegation  to  the  Environment  Conference  of 
Mediterranean  States  in  Turns  last  November,  attended  by  17  countries.  Israel's  flag  was  displayed  a:  the  conference 
—  the  first  time  it  had  ever  been  publicly  displayed  in  Tunisia. 

Several  senior  Israeli  officials  have  visited  Tunisia.  Housing  Mmister  Ben-Eliezer  met  with  PLO  Chairman 
Arafat  in  Tunis  last  December,  and  Deputy  Foreign  Minister  Beihn  headed  a  delegation  there  for  multilateral  talks 
on  refugees  last  October. 

Yitzhak  Rabin  became  the  first  Israeli  pnme  minister  to  visit  a  Persian  Gulf  state  when  he  flew  to  Oman 
in  December  1994  for  talks  with  Oman's  leader.  Sultan  Qaboos.  The  two  leaders  reportedly  agreed  to  open  interest 
offices  in  1995  as  a  precursor  to  full  diplomatic  relauons.  Deputy  Foreign  Minister  Yossi  Beihn  met  wnth  Oman's 
Foreign  Mmister  Youseff  Abdullah  to  work  out  fmal  details  for  establishing  ties.  During  their  meeung.  the  two 
reached  an  agreement  m  principle  to  allow  Israel's  national  air  carrier,  EL  Al,  to  fly  over  Oman's  airspace.  In 
February,  Foreign  Minister  Peres  met  with  Abdullah  in  Jordan  to  discuss  the  exchange  of  mterest  offices. 

Foreign  Mimster  Peres  met  at  the  UN  in  October  with  Qatar's  Foreign  Minister  Hamad  Thani,  the  highest- 
level  public  meeting  between  officials  of  the  two  countnes.  Thani  subsequently  told  Peres  at  the  Casablanca 
economic  conference  that  his  coimtry  is  considenng  establishing  diplomatic  relations  with  Israel,  and  the  two 
mimsters  discussed  a  proposal  to  ship  liquefied  natural  gas  from  Qatar  to  Israel. 

Yossi  Sand  led  an  Israeh  delegation  to  Bahrain  last  October  for  the  multilateral  talks  on  the  environment, 
the  highest  ranking  Israeh  to  visit  any  Gulf  country.  He  met  with  Bahrain's  Foreign  Minister,  Sheikh  Muhammad 
Ibn  Mubarak  al-Khalifa. 

At  a  meeting  of  the  Conference  on  Secunry  and  Cooperation  in  Europe  (CSCE)  last  December  in  Budapest, 
foreign  mimsters  from  Israel,  Algeria,  Tumsia,  Morocco  and  Egypt  discussed  the  establishment  of  a  Security 
Comimttee  for  Mediterranean  Cooperation  (SCMC);  the  members  will  initially  focus  on  joint  seminars  and  consider 
methods  "of  how  to  build  a  secunty  region  hke  the  CSCE."  This  was  the  first  ministerial-level  meeting  between 
Israel  and  Algena. 

Israel's  bold  pobcy  in  the  peace  process  has  also  led  a  large  number  of  non-Arab  countnes  to  upgrade  their 
relations  with  Israel. 

♦  The  total  number  of  countnes  with  which  Israel  now  holds  diplomatic  relations  has  reached  155  ~  this 
compared  to  a  low  of  62  after  the  1973  War.  In  fact,  since  the  October  1991  Madnd  Conference,  64  countnes  have 
either  renewed  or  established  relations  with  Israel  -  mcludmg  large  nations  such  as  China  and  India.  In  the  wake 
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of  the  Israel-PLO  accord,  this  trend  has  accelerated,  with  29  more  countries  renewing  or  establishing  ties  with  Israel. 

On  December  30,  1993,  Israel  and  the  Vatican  concluded  an  historic  agreement  which  led  to  the 
establishment  of  full  diplomatic  relations  between  Israel  and  the  Holy  Sea.  The  Vatican  granted  Israel  de  jure 
recognition,  eliminating  a  profound  aberration  in  Catholic-Jewish  relations.  On  September  29,  1994  Israel's  first 
Ambassador  to  the  Holy  See,  Shmuel  Hadas,  presented  his  credentials  to  Pope  John  Paul  II.  Shimon  Peres  met  with 
Pope  John  Paul  II  at  the  Vatican  in  December  1994. 

♦  Israel  and  the  European  Union  (EU)  opened  in  December  1993  negotiations  for  a  new  free-trade 
agreement,  which,  when  concluded  in  1995,  will  elevate  Israel  to  associate  member  status.  This  status  would  be 
similar  to  that  of  Ireland  and  Switzerland,  and  is  the  highest  level  a  non-European  country  can  attain.  This  pact  is 
expected  to  significantly  raise  Israel's  exports  to  its  main  trading  partner.  In  August  1994,  Germany  commined  to 
push  forward  Israel's  request  to  upgrade  its  status  with  the  EU. 

♦  In  December  1 994,  Prime  Minister  Rabin  became  the  first  Israeli  leader  to  visit  Japan  and  South  Korea. 
Rabin  and  his  Japanese  counterpan,  Tomiichi  Murayama,  signed  cooperative  agreements  in  cultural  affairs  and 
science  and  technology.   South  Korea  and  Israel  are  planning  to  establish  direct  Tel  Aviv-Seoul  air  Imks. 

♦  The  Israel-PLO  accord  has  enabled  Israel  to  begin  building  relationships  with  the  Muslim  world.  Israel's 
ties  with  Turkey  have  been  significantly  upgraded  by  the  conclusion  of  bilateral  economic  and  cultural  cooperation 
agreements,  and  a  tnlateral  tourism  pact  among  Turkey,  Israel,  and  Egypt  to  promote  eastern  Mediterranean  tour 
packages.  The  two  countries  are  also  discussing  strategic  cooperation,  joint  efforts  against  terrorism,  and  joint  water 
projects.  In  March  1994,  Turkey  sponsored  a  resoluuon  at  the  UN  Human  Rights  Commission  condemnmg  anti- 
Semitism.  In  November  1994,  Turkey's  Prime  Minister,  Tansu  Ciller,  became  the  first  Turkish  prime  minister  ever 
to  visit  Israel. 

♦  On  October  15,  1993  Prime  Minister  Rabm  made  a  surprise  visit  to  Indonesia  ~  the  world's  largest 
Mushm  country  ~  where  he  met  with  President  Suharto.  Israeli  tourists  are  now  admitted  to  Indonesia  and  an  Israeli 
economic  delegation  visited  the  country  for  the  first  time  m  1994.  And,  last  May,  President  Ezer  Weizman  met  in 
South  Afnca  with  Pakistan's  Pnme  Mmister  Benazir  Bhuto,  who  said  her  government  would  consider  establishing 
diplomatic  ties  with  Israel. 

♦  All  fifteen  Soviet  successor  states  have  established  diplomatic  relations  with  Israel.  They  include  the 
five  Islamic  republics  -  Kyrgyzstan,  Uzbekistan,  Kazakhstan,  Azerbaijan,  Tajikistan,  and  Turkmenistan  —  the  only 
Mushm  states  other  than  Turkey,  Egypt,  and  Jordan  to  have  estabhshed  diplomatic  ties  with  Israel.  Israeli  expertise 
is  being  sought  by  virtually  all  of  the  former  Soviet  Umon  repubhcs  in  areas  such  as  agncultural  research  and 
farming,  public  health,  and  environmental  protection. 

Israel-Arab  Economic  Cooperation: 

On  October  30,  1994  Morocco  hosted  in  Casablanca  the  North  Africa-Middle  East  Economic  Summit,  an 
international  conference  of  several  thousand  business  and  political  leaders  that  has  the  potential  to  transform  the 
region.  Initiated  by  Israel  and  co-sponsored  by  Presidents  Clmton  and  Yehsin,  the  conference  brought  together  the 
public  and  private  sectors  to  discuss  regional  economic  cooperation  and  to  develop  specific  projects.  Prime  Minister 
Yitzhak  Rabin  addressed  the  conference,  which  was  attended  by  1200  companies,  400  government  officials,  and  60 
heads  of  state  and  ministers  from  around  the  world. 

The  summit  marked  an  important  milestone  in  the  growing  acceptance  of  Israel  as  an  economic  player  in 
the  region.  Israeli  government  officials  and  business  leaders  established  contacts  and  relationships  with  their  Arab 
counterparts.  While  attendmg  the  conference,  Shimon  Peres  met  with  diplomats  and  businessmen  ft-om  Saudi  Arabia, 
Qatar,  and  other  Persian  Gulf  states.  This  opportunity  to  explore  economic  cooperation  and  business  opportunities 
contrasted  with  the  previously  hmited  economic  ties  among  Israeli  and  Arab  businessmen. 

♦  The  "Casablanca  Declaration"  issued  at  the  end  of  the  conference  included  a  number  of  steps  that  will 
further  integrate  Israel  as  an  active  economic  and  poUtical  entity  in  the  region,  such  as; 

•  Building  the  foundations  for  a  Middle  East  and  North  Afnca  Economic  Community, 
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•  assembling  a  group  of  experts  to  examine  different  options  for  regional  fiinding 
mechanisms  including  the  creation  of  a  Middle  East  and  North  Africa  Development  Bank; 

•  establishing  a  regional  Tounst  Board  to  facilitate  and  promote  regional  tourism; 

•  encouraging  the  establishment  of  a  pnvate-sector  Regional  Chamber  of  Commerce  and  Business 


Council; 


creating  a  Steering  Comminee  to  follow  up  on  issues  arising  out  the  Summit; 


•  establishing  an  Executive  Secretariat  to  assist  the  Steering  Committee  work  for  the  enhancement 
of  the  new  economic  development  pattern. 

•  welcoming  the  Gulf  Cooperation  Coimcil  (GCC)  declaration  ending  the  secondary  and  tertiary 
boycotts  of  Israel,  and  speaking  out  against  economic  boycotts. 

♦  The  Middle  East  and  North  Africa  Development  Bank,  supported  by  the  Casablanca  Summit,  was  the 
primary  topic  of  discussion  at  the  meeting  in  Washington  in  January  of  countries  involved  in  the  peace  process  and 
its  funding,  including  Israel,  the  European  Union  (EU),  Japan,  and  GCC  states  such  as  Saudi  Arabia  and  Kuwait. 
At  this  meeting,  Israel,  Jordan,  Egypt  and  the  Palestinians  presented  their  joint  proposal  for  the  Bank,  intended  to 
provide  development  funds  to  particular  sectors  and  infrastructure  projects  in  the  region.  The  participants  formed 
a  steenng  committee  to  plan  the  funding  institution  and  will  present  them  to  the  next  Middle  East  Economic  Summit 
scheduled  for  October  1995  in  Amman,  Jordan. 

Conclusion: 

Prime  Minister  Rabin's  bold  peace  policy  has  been  costly.  Some  of  the  landmark  measures  the  Prime 
Minister  has  taken  -  the  Gaza-Jencho  accord  with  the  PLO  and  his  commitment  to  negotiate  an  Israeli  withdrawal 
on  the  Golan,  for  example  -  clearly  entail  a  national  security  risk,  and  a  domestic  political  risk  as  well.  The  Prime 
Minister  has  come  under  heavy  cniicism  from  vanous  groups  in  Israel,  including  leaders  of  the  opposition  Likud 
party,  demonstrators,  and  journalists. 

Given  the  narrow  election  margin  by  which  Pnme  Minister  Rabin's  coalition  took  office,  and  the  coalition's 
continued  fragility,  recent  poll  results  underscore  the  boldness  of  the  Prime  Minister's  moves  to  promote  the  peace 
process  and  demonstrate  real  leadership.  Clearly.  Mr.  Rabin  has  made  and  openly  contemplated  moves  in  the  peace 
process  that  are  ahead  of  Israeli  public  opinion.  Thus  he  recognized  the  PLO  before  the  Israeli  public  was  prepared 
for  such  an  action;  public  opinion  only  supported  his  move  after  the  fact. 

In  order  to  lake  additional  risks  for  peace.  Prime  Minister  Rabin  needs  the  solid  support  and  encouragement 
of  the  United  States  to  show  the  Israeli  public  the  benefits  of  his  peace  policies,  that  Israel  can  coimi  on  American 
support.  Public  skepticism  is  based  pnmanly  on  the  acute  security  concerns  of  most  Israelis.  The  United  States, 
through  its  various  forms  of  aid  and  international  backing,  can  reassure  Israelis  that  this  support  is  constant  while 
they  contemplate  the  serious  risks  for  peace. 

Mutual  Economic  Benefits 

The  United  States  and  Israel  do  not  only  benefit  from  the  political  and  military  cooperation  of  close 
democratic  allies:  The  two  countnes  also  enjoy  a  strong  economic  relationship  that  benefits  the  businesses  and 
working  people  in  both  countries.  The  United  States  has  a  vital  interest  in  Israel's  economic  weU-being  for  several 
reasons.  First,  the  economic  health  of  our  major  allies  and  fellow  democracies  is  inherently  important  to  the  United 
States,  because  in  a  very  profound  sense,  the  free  nations  stand  or  fall  together.  Second,  the  economy  of  Israel  is 
the  bedrock  of  the  nation's  ability  to  sustain  its  own  defense.  Israel's  economic  health,  therefore,  is  essential  to  the 
stability  of  the  region. 

Former  Under  Secretary  of  State  for  Economic  Affairs  Richard  McCormack  put  it  this  way:  "It  is  clear  that 
a  country,  that  has  the  high  defense  expenditures  Israel  is  forced  to  maintain,  needs  economic  assistance  to  maintain 
lis  position."  Dr.  Herbert  Stem,  former  Chairman  of  the  Council  of  Economic  Advisors,  adds;  "Hostile  neighbors 
should  be  left  in  no  doubt  about  the  strength  and  stability  of  Israel's  economy."  For  both  strategic  and  economic 
purposes,  the  United  States  must  ensure  that  Israel  continues  on  the  path  of  economic  growth  and  self-reliance. 

29 


113 


In  an  environment  where  America  faces  proteaionist  trade  barriers  from  all  sections  of  the  globe,  Israel 
stands  out  as  a  fair  trading  partner.  Even  our  closest  allies  refuse  to  eliminate  unfair  trade  practices.  Japan,  for 
instance,  was  cited  as  the  top  offender  in  erecting  barriers  to  trade.  The  European  Union  has  also  been  described 
as  increasingly  protectionist.  But  as  the  historic  U.S.-Israel  Free-Trade  Agreement  (FTA)  continues  its  phased 
implementation,  the  U.S.  can  rely  on  its  expanded  trade  and  investment  with  Israel.  In  1991,  Israel  unilaterally 
eliminated  the  tariff  on  impwrted  homes  (mobile,  modular,  and  pre-fabricated)  from  the  Umted  States.  This  gives 
the  U.S.  a  comp)etitive  advantage  in  the  Israeli  housing  market.  Indeed,  most  of  Israel's  imported  housing  matenal 
comes  from  the  United  States.  In  1990,  Israel  bought  more  than  $250  million  worth  of  prefab,  modular,  and  mobile 
homes  from  the  United  States  -  more  than  five  times  the  total  U.S.  exports  of  these  goods  in  1989.  This  was 
possible  in  part  because  the  United  States  guaranteed  $400  million  in  loans  to  Israel.  According  to  former  U.S. 
Ambassador  to  Israel  William  Brown,  these  housing  imports  "all  but  rescued  the  [U.S.  prefab]  bousing  industry." 

The  United  States  remains  Israel's  largest  trading  partner.  Both  countries  are  reaping  the  fhiits  of  the  FTA, 
which  facilitated  a  150  percent  increase  in  trade  between  the  two  countries  over  the  past  decade.  In  1994,  trade 
between  the  United  States  and  Israel  amounted  to  an  estimated  $8  billion  (or  more  than  $9  billion  if  defense  articles 
are  included).  Hundreds  of  thousands  of  American  jobs  depend  on  exports  to  Israel. 

1995  marks  the  10th  anniversary  of  the  U.S.-Israel  Free  Trade  Agreement  (FTA).  The  third  and  final  phase 
of  this  historic  agreement,  which  went  into  effect  January  1,  eliminates  all  remaining  customs  duties  on  imports  from 
the  United  Slates.  Tariffs  on  refrigerators,  telephones,  air  conditioners,  footwear,  and  textiles  -  the  last  remaining 
duties  on  goods  from  the  U.S.  -  have  just  been  lifted  by  Israel.  Duties  on  other  goods  were  eliminated  at  earlier 
stages  of  the  FTA. 

The  U.S.-Israel  agreement,  approved  in  1985,  was  the  first  free-trade  agreement  the  United  States  signed 
with  any  country.  Israel  has  since  negotiated  similar  agreements  with  the  European  Union  and  the  European  Free 
Trade  Association  (EFTA)  countries.  As  the  only  country  in  the  world  with  free  trade  agreements  with  both  the  U.S. 
and  Europe,  Israel  serves  as  a  bridge  enabling  American  products  to  reach  European  markets  without  tariff 
constraints. 

Israel  is  fulfilling  an  important  pledge  it  made  at  the  time  the  United  States  extended  loan  guarantees  to 
Israel  m  1992.  As  the  following  statistics  attest,  Israel  is  substantially  increasing  total  impons  from  the  United 
States,  particularly  imports  of  capital  goods: 

♦  22.2  percent  of  total  Israeli  civilian  imports  came  from  the  United  States  in  the  first  half  of  1994,  an 
increase  from  a  20.8  percent  share  in  1993. 

♦  In  the  first  half  of  1994,  civilian  impons  from  the  Umted  States  grew  by  22.4  percent,  compared  with 
an  increase  of  15.6  percent  for  all  countries. 

♦  Capital  goods,  such  as  machmery,  equipment  and  parts,  are  now  dominant  in  American  exports  to  Israel. 
In  1993,  Israel  imponed  $1.5  billion  in  U.S.  capital  goods,  more  than  double  the  amount  ($671  million)  imported 
in  1986.   Capital  goods  constituted  42  percent  of  total  impons  from  the  United  States. 

♦  The  other  major  area  of  impon  growth  from  the  United  States  has  been  transport  vehicles.  In  1993,  these 
imports  increased  by  32.5  percent.  In  the  first  half  of  1994,  they  grew  by  90  percent  compared  to  an  increase  of 
24  percent  for  all  countnes.  Last  year,  Israel's  national  airline,  El  Al,  purchased  three  U.S.-made  747s  at  a  cost  of 
nearly  half  a  billion  dollars  instead  of  comparable  European  aircraft. 

♦  75  percent  of  Israel's  1 993  grain  imports  came  from  the  United  States  to  the  benefit  of  American  farmers. 

♦  Total  imports  from  the  United  States  reached  an  estimated  S3. 8  billion  in  1994  compared  to  $3.6  billion 
the  previous  year.  Full  implementation  of  the  free  trade  agreement  will  hkely  push  this  total  to  $4-4.5  billion  in  1995. 

A  recent  State  Department  report  cited  numerous  recent  efforts  by  the  Government  of  Israel  to  facilitate  the 
purchase  of  U.S.  goods  and  sen-ices  as  Israel  promised  at  the  time  U.S.  loan  guarantees  were  extended: 

♦  Israeli  government  agencies  have  been  ordered  to  infonn  the  U.S.  Embassy  when  large  tenders  are 
offered  so  that  American  companies  can  compete. 
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«  The  Israeli  Government  is  funding  half  of  the  costs  of  American  trade  exhibitions  in  Israel  to  highlight 
U.S.  companies. 

♦  Prime  Minister  Rabin  is  personally  promoting  imports  from  the  United  States  over  other  countries. 
Recently,  the  Prime  Minister  ordered  that  the  engme  size  limit  on  government  vehicles  be  changed  to  encourage  the 
purchase  of  U.S.-made  vehicles. 

The  increase  in  trade  between  the  United  States  and  Israel  means  more  sales,  profits,  and  jobs  for  American 
business.  Israel  is  second  only  to  Canada  in  temis  of  per-capita  imports  of  U.S.  products  by  our  major  trading 
partners.  Among  Middle  Eastern  courunes,  Israel  is  first  in  per-c^ita  impwrts  and  second  to  Saudi  Arabia  in  overall 
imports.   In  1993,  total  trade  between  the  U.S.  and  Israel  exceeded  $8.6  billion. 

Along  with  increases  m  trade  over  the  years,  greater  cooperation  in  research  and  development  between  the 
United  States  and  Israel  is  now  occurring.  Many  U.S.  companies  invest  in  Israel  to  take  advantage  of  Israeli  high- 
tech  research  and  development.  For  example:  Motorola,  Intel,  IBM,  Digital,  National  Semiconductor,  Microsoft, 
and  many  other  U.S.  companies  have  R&D  facilities  in  Israel.  Intel  itself  is  investing  an  additional  SI  billion 
because  of  its  past  financial  success  in  Israel.  By  combining  American  capital  and  manufacturing  with  Israeli 
research  capabilities  and  technology,  Americans  firms  are  able  to  increase  their  competitiveness.  In  fact,  some  of 
the  most  unportant  technologies  used  in  the  world  today  were  developed  in  Israel  by  U.S.  companies  that  invest 
there.  These  include  the  technology  for  the  Motorola  flip  phone,  and  the  286  computer  chip  which  is  the  basis  of 
the  486  chip  that  powers  most  computers  today.  After  product  development  in  Israel,  most  product  manufacturing 
takes  place  in  the  U.S.  creating  jobs  for  Amencan  workers  and  profits  for  American  companies. 

U.S.-Israel  trade  is  also  promoted  through  binational  foundations  endowed  equally  by  the  U.S.  and  Israeh 
governments.  In  1977,  the  United  States  and  Israel  established  the  Bi-National  Industrial  Research  and  Development 
(BIRD)  Foundation.  The  total  endowment  for  BIRD  is  $1 10  million  (Israel  and  the  U.S.  have  provided  $55  million 
each).  The  foundation  is  completely  self-sufficient,  operating  off  the  interest  of  the  endowment  and  royalties  paid 
from  successful  projects.  BIRD  provides  grants  to  joint  U.S.-Israeli  research  teams  in  high-tech  fields.  If  s_^es  from 
the  R&D  project  grants  show  a  profit,  the  grant  is  paid  back,  with  interest  not  to  exceed  one-and-a-half  times  the 
original  value  of  the  gram. 

In  December,  it  was  announced  that  BIRD  will  invest  $8  million  in  13  new  joint  US-Israel  projects  in  the 
fields  of  computers,  medicine,  and  technology.  Since  its  inception,  BIRD  has  spent  more  than  $100  million  on  more 
than  400  high-tech  joint  R&D  projects.  Products  developed  from  these  ventures  have  netted  sales  of  more  than  S3 
bilUon  -the  majority  of  them  in  the  United  Slates  -  creating  thousands  of  American  jobs.  Total  tax  revenue  collected 
by  the  United  Stales  to  date  as  a  direct  result  of  BIRD-fiinded  projects  has  been  about  $300  million  (on  an  initial 
investment  of  $55  million). 

In  addition  to  BIRD,  there  is  the  Binational  Agricultural  Research  and  Development  (BARD)  Foundation. 
BARD,  which  fiinds  agricultural  projects,  operates  in  a  fashion  similar  to  BIRD.  Since  its  creation  in  1978  with  an 
endowment  of  $1 10  million,  BARD  has  granted  $123  million  to  650  projects.  These  projects  have  provided  new 
technologies  which  have  benefited  both  countries'  agricultural  industries.  They  have  led  to  new  technologies  in  drip 
irrigation,  and  lands  agriculture,  pesticides,  fish  farming,  livestock,  poultry,  disease  control,  and  farm  equipment. 
To  date,  sales  of  products  developed  under  BARD  total  mor&  than  $650  million.  Israeh  advances  in  drip  imgation 
also  have  helped  states  like  Califorma,  Texas,  and  Arizona,  where  severe  droughts  have  occurred.  In  1994,  BARD 
received  $5  million  from  both  Israel  and  the  United  States. 

As  two  of  the  worid  leaders  in  high  technology,  the  United  States  and  Israel  have  found  mutual  benefits 
in  cooperating  with  each  other  in  science  and  technology  activities.  Two  years  ago.  President  Chnton  and  Pnme 
Minister  R'Hjn  established  the  U.S.-Israel  Science  and  Technology  Commission.  The  commission  was  created  to 
identify  and  promote  pnvaie-sector  high-tech  joint  ventures  between  American  and  Israeli  companies.  Each  side  has 
committed  to  provide  $5  milhon  per  year  to  support  these  venmres,  with  matching  ftmds  coming  from  the  companies 
themselves. 

The  commission  serves  as  a  model  as  to  how  two  countries  can  solve  real  world  problems  through 
cooperation.  In  the  biotechnology  field,  for  example,  the  commission  is  trying  to  establish  common  testing  standards 
in  the  two  countries  to  facilitate  joint  development  or  drug  and  food  products.  The  commission  is  also  fimdmg  a 
project  to  study  whether  Israeh-developed  solar  energy  technology  can  produce  electricity  at  competitive  pnces.  The 
activities  of  the  commission  are  specifically  targeted  at  bringing  technologies  to  market  that  will  lead  to  economic 
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growth  and  Job  creation  in  both  countries.  In  the  words  of  Secretary  of  Commerce  Ronald  Brown,  "There  are  times 
when  one  plus  one  makes  three. ..that  the  innovation  and  dedication  of  Israeli  scientists,  added  to  the  sophistication 
and  creativity  of  American  industry,  adds  up  to  more  than  the  sum  of  its  pans." 

One  area  of  economic  cooperation  that  expanded  in  1994  was  the  establishment  of  trade  relationships 
between  Israel  and  individual  American  state  governments.  Israel  presently  has  agreements  with  19  Amencan  states 
for  cooperation  in  areas  such  as  agriculture,  economic  development,  science  and  technology,  communications  and 
transportation.  The  most  successfiil  of  these  is  the  Israel-North  Carolina  partnership,  signed  last  year,  which 
establishes  cooperation  beyond  the  business  and  economic  sphere.  The  partnership  builds  upon  the  existing  SI 00 
million  in  bilateral  North  Carolina-Israel  trade,  primarily  in  textiles,  paper  and  transportation  equipment,  to  include 
university-industrial  alliances  and  cultural  exchanges. 

Another  move  that  will  strengthen  economic  coc^ration  was  the  ratification  on  September  22,  1994  by 
Congress  of  the  U.S.-Israel  Double  Taxation  treaty,  which  has  been  negotiated  over  the  past  30  years.  This 
agreement  simplifies  the  tax  requirements  for  nationals  of  one  country  who  invest  in  the  other. 

As  the  above  examples  illustrate,  the  economic  benefits  that  the  United  States  derives  from  its  relationship 
with  Israel  are  increasing  at  a  time  when  our  economy  can  use  them  most. 


Shared  Values 

Israel  shares  with  the  United  States  a  fundamental  commitment  to  democracy  and  human  rights.  That  is 
particularly  remarkable,  because,  unlike  the  United  States,  Israel  lives  in  a  dangerous  neighborhood:  It  faces  enemies 
on  two  of  Its  borders,  and  is  daily  subjected  to  the  combined  threats  of  Islamic  radicalism  and  Arab  extremism  that 
are  sweeping  through  the  region. 

No  other  Western  democracy  has  been  forced  to  contend  with  such  jgrievous  and  persistent  threats,  at  such 
close  range,  and  on  such  a  large  scale,  for  so  long  ~  and  maintained  its  democratic  institutions.  Since  the  radical 
threats,  including  terrorism,  confront  the  conservative  Arab  regimes  as  well,  it  is  instructive  compare  the  ways  in 
which  Israel  and  its  Arab  neighbors  meet  the  challenge. 

There  is  a  striking  contrast  between  Israel  and  the  Arab  states  in  this  regard,  highlighted  in  the  "Freedom 
Around  the  World"  survey  for  1995  which  was  issued  by  Freedom  House,  the  resfwcted  national  organization 
dedicated  to  strengthening  democratic  institutions.  Whereas  Israel  is  rated  "free,"  no  Arab  country  is  included  in  thai 
category.  Among  the  twenty-one  members  of  the  Arab  League,  sixteen,  including  Saudi  Arabia,  Iraq,  Libya,  and 
Syria,  are  rated  "not  free"  and  the  others  are  in  the  lower  rankings  of  "partly  free."  The  fmdings  are  based  on 
extensive  research  mto  all  aspects  of  political  rights  and  civil  hberiies  in  the  countries  surveyed.  Similarly,  Israel 
is  ranked  19th  among  the  UN's  185  Member  states  and  first  in  the  Middle  East  on  the  "human  development"  scale 
of  the  United  Nations  Development  Program  (UNDP),  which  includes  such  factors  as  education,  health  care,  life 
expectancy,  employment  and  other  demographic  information,  according  to  the  organization's  1994  report. 

Civil  Liberties: 

Israel 's  democratic  institutions  guarantee  by  law  fundamental  civil  liberties  for  all  citizens,  Arab  and  Jew 
alike.  Israel  is  the  only  coimtry  in  the  Middle  East  with  meaningful  free  elections;  a  free  press;  checks  and  balances 
to  prevent  and  correct  abuses  of  authority;  extensive  protection  for  the  rights  of  individuals  and  minority  groups; 
freedom  of  religion;  basic  equality  for  women;  and  other  safeguards  and  rights  that  are  typical  of  a  free  society.  To 
be  sure,  Israel  has  its  flaws,  as  Israelis  themselves  freely  acknowledge.  But  its  human  rights  and  civil  liberties  record 
remains  far  and  away  the  best  in  the  Middle  East  -  as  it  has  been  for  nearly  half-a-century. 

Freedom  of  the  Press: 

As  certified  by  Freedom  House.  Israel  is  the  only  Middle  Eastern  country  with  genuinely  free  press.  At  357 
issues  per  1 .000  people,  the  rate  of  newspaper  circulation  in  Israel  is  one  of  the  world's  highest  -  well  ahead  of 
the  United  States.  Canada,  or  France. 

♦  In  addition  to  a  vigorously  contentious  and  critical  Hebrew  press  expressmg  every  conceivable  shade  of 
Israeli  public  opimon,  Israel  has  the  freest  /4;a6ic-language  press  of  any  Middle  Eastern  nation. 
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Rights  of  Assembly  and  Association: 

Israel  is  the  only  countn'  in  the  Middle  East  to  consistently  uphold  unfettered  freedom  of  assembly  as  a 
vehicle  for  promoting  change. 

♦  Israel  guarantees  freedom  of  assembly,  a  fundamental  democratic  right  that  the  Israeli  people  often 
exercise  to  demand  a  change  of  government  policies.  For  example,  in  1982,  400.000  people  -  nearly  10  percent 
of  the  country's  population  -  demonstrated  'n  Tel  Aviv  to  protest  their  own  government's  policy  in  Lebanon. 

Democratic  Participation: 

Israel,  the  only  Middle  East  democracy,  stands  in  sharp  contrast  to  other  countries  of  the  region,  which 
include  feudal  monarchies  and  radical  dictatorships. 

♦  The  Knesset,  Israel's  parliament,  is  a  legislative  body  elected  by  imiversal  franchise  on  the  basis  of 
proportional  representation.  By  law,  a  general  election  must  be  held  at  least  once  every  four  years.  All  adult  citizens 
have  the  right  to  participate  in  the  political  process,  and  Israelis  exercise  with  enthusiasm  their  right  to  vote.  For 
example,  in  the  June  1992  elections,  voter  turnout  by  the  citizens  of  Israel-Jewish  and  Arab-was  77.4  percent  ~ 
among  the  highest  rates  in  the  democratic  world.  Eleven  political  parties  are  represented  in  the  Knesset,  including 
two  Arab  parties. 

Freedom  of  Religion: 

Like  the  United  States.  Israel  guarantees  religious  freedom  for  adherents  of  all  faiths. 

♦  Israel  has  no  stale  religion.  It  guarantees  and  safeguards  freedom  of  religion  to  all.  The  rights  of 
religious  minorities  in  Israel  are  strictly  protected  by  law,  and  minorities  conduct  their  own  religious  and  civil  affairs 
such  as  mamage,  divorce,  and  conversion. 

Women's  Rights: 

Women  's  rights  in  Israel  are  protected  by  law  as  well  as  by  governmental  and  private  organizations. 

«  Israel's  Equal  Opportunity  Law  forbids  discrimination  on  account  of  sex,  marital  or  parental  status. 
Employers  are  legally  required  to  pay  female  and  male  workers  equally  for  equivalent  tasks.  Israel  is  one  of  the  few 
states  in  the  world-and  the  only  country  in  the  Middle  East  other  than  Turkey— to  have  ever  had  a  woman  head  of 
government. 

Due  Process  and  the  Rights  of  the  Accused: 

Israel  s  judicial  system,  based  on  the  British  legal  tradition,  protects  the  rights  of  the  accused. 

♦  In  Israel,  the  right  to  a  hearing  by  an  impartial  tribunal  with  representation  by  counsel  is  provided  for 
by  law  and  carried  out  in  practice.  The  judicial  system  is  independent,  and  is  effectively  insulated  from  political 
interference.  The  Israeli  Supreme  Court  functions  with  a  degree  of  independence  similar  to  the  U.S.  Supreme  Court. 
The  Supreme  Court  has  the  power  to  review  all  of  the  Government's  decisions. 

Monitoring  of  Human  Rights: 

There  is  a  sharp  contrast  between  Israel  and  the  Arab  states  with  regard  to  providing  access  to  human 
rights  monitoring  organizations. 

♦  In  Israel,  there  is  an  extensive  array  of  domestic  human  rights  groups  dedicated  to  the  protection  of 
individual  liberties  and  women's  rights.  These  groups  freely  criticize  the  Israeli  government  without  interference. 
Both  Israeli  and  Palestmian  groups  monitor  human  rights  in  the  West  Bank  and  Gaza. 
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Economic  Freedom: 

Like  the  United  States.  Israel  maintains  a  free-enterprise  system. 

♦  In  recent  years,  Israel  has  rapidly  privatized  state-owned  emeiprises,  and  has  provided  major  incentives 
for  Israeli  and  foreign  investments  in  the  pnvate  sector. 

A  Country  of  Immigrants: 

Just  like  the  United  States.  Israel  is  a  country  of  immigrants. 

♦  Fully  half  of  Israel's  present  population  are  immigrants,  mostly  Jews  who  have  found  refuge  in  from 
repression  in  Israel.  Many  are  from  the  Arab  world,  the  former  Soviet  Union,  and  Ethiopia. 

Freedom  of  Emigration: 

Unlike  other  states  in  the  Middle  East.  Israel  permits  all  of  its  residents  to  freely  leave  the  country  whenever 
they  choose  to  do  so. 

♦  There  are  no  legal  or  economic  impediments  to  emigration.  Parallel  to  the  arrival  in  Israel  of  millions 
of  immigrants  from  all  over  the  world,  several  tens  of  thousands  of  Israelis  have  chosen  to  move  to  other  countries, 
and  they  are  free  to  come  and  go  as  they  please. 

International  Humanitarian  Role: 

Israel  has  undertaken  numerous  humanitarian  activities  around  the  world. 

Israel  set  up  a  field  hospital  last  August  near  the  Rwanda-Zaire  border  as  part  of  the  humanitarian  relief 
efforts  to  aid  refugees  from  the  Rwanda.  Israel  Defense  Force  volunteers  treated  tens  of  thousands  of  ailing 
Rwandans  and  performed  100  operations. 

♦  Israel  has  taken  in  non-Jewish  refugees  from  countries  ravaged  by  war,  such  as  Vietnamese  "boat  people" 
and  Bosnian  Muslims. 

♦  Israel  has  offered  aid  and  relief  to  victims  of  earthquakes  and  other  riatural  disasters  around  the  world, 
including  Armenia,  Turkey,  and  several  African  coimtries. 

♦  Israeh  experts  have  helped  El  Salvador's  victims  of  the  l2-ye?.  civil  war.  Israel  is  bringing  injured 
Salvadorans  for  surgery  and  the  fitting  of  artificial  limbs.  Israeli  physicians  are  working  with  Salvadoran  doctors  to 
improve  rehabiUtation  facilities  in  El  Salvador. 

Promoting  Democracy  and  Development  Around  the  World: 

Israel  is  involved  in  numerous  international  programs  designed  to  help  foreign  countries  develop  their 
human  and  material  resources  in  a  manner  that  fosters  the  growth  of  democratic  concepts  and  institutions. 

♦  Israel  is  providing  aid  in  various  fields  to  143  nations,  including  countries  that  do  not  have  full  diplomatic 
relations  with  Israel  ~  Bangladesh,  Pakistan,  Indonesia,  Guinea,  and  Sri  Lanka.  In  1994  Israel  significantly  expanded 
its  assistance  and  instruction  efforts  for  developmg  countries,  and  against  the  background  of  the  peace  process,  it 
initiated  technical  aid  programs  in  Morocco,  Tunisia,  Jordan,  the  Gulf  States,  and  the  Palestinian  Authority  In  the 
past  two  years  alone,  over  25  counines  have  been  added  to  the  list  of  those  receiving  Israeli  aid,  among  them  India, 
some  African  and  eastern  European  nations,  and  several  former  Soviet  republics.  Since  the  establishment  of  Israel's 
Foreign  Ministry's  Division  for  International  Cooperation  (Mashav)  in  1957,  over  65,000  people  have  taken  Masha\ 
training  courses  in  Israel  and  abroad  in  agnculture,  medicine,  education  and  other  fields.  In  1994,  3,039  participants 
went  through  training  courses  in  Israel,  the  largest  number  ever.  The  country  that  sent  the  largest  number  of  trainees 
was  Egypt,  600  trainees  panicipated  in  agnculiural  courses.  Additionally,  Israeli  experts  trained  4,400  participants 
in  courses  in  50  countries. 
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♦  Israel  is  actively  working  to  promote  democracy  in  the  former  Soviet  Union.  Israeli  expertise  is  being 
sought  by  virtually  all  of  the  former  Soviet  Union  republics  in  areas  such  as  agricultural  research  and  fanning,  public 
health,  and  environmental  protection. 

♦  Congress  established  the  Cooperative  Development  Projects  (CDP)  and  Cooperative  Development 
Research  (CDR)  programs,  which  were  funded  at  SIO  million  for  Fy94.  CDP  and  CDR  provide  U.S.  financing  for 
Israel  to  bnng  technology  and  expertise  to  the  developing  world,  eastern  Europe,  and  the  CIS.  CDR/CDP  strengthens 
the  science  and  technology  infrastructure  of  the  recipient  countries,  and  helps  solve  problems  in  the  fields  of 
agriculture,  environment,  and  health  -  in  response  to  specific  development  problems  identified  by  these  countries. 
CDP  involves  govemment-to-govemment  projects  between  Israel  and  the  recipient  countries,  and  CDR  involves 
university-to-university  research  between  Israeh  universities  and  universities  in  recipient  countries. 

♦  Under  CDP,  The  United  States  Agency  for  International  Development  (AID)  and  Mashav  have  joined 
in  a  pilot  program  to  aid  Georgia  and  the  Central  Asian  republics  of  the  former  Soviet  Union.  The  goal  of  the 
program  is  to  use  Israeli  expertise  to  assist  these  countries  m  areas  such  as  agriculture,  water  policy,  and  piublic 
health.  In  recent  months,  Israeli  ministers  have  visited  most  of  the  CIS  countries,  and  signed  a  variety  of  trade, 
cultural,  and  technical  assistance  agreements  with  those  nations.  Israeli  efforts  in  the  Islamic  republics  are  also 
designed  to  counter  Iranian  efforts  to  promote  radical  Islam  among  their  inhabitants. 

♦  The  U.S.  Overseas  Private  Investment  Corporation  (OPIC)  and  Israel's  Finance  Ministry  signed  an 
agreement  last  May  to  conduct  joint  business  venmres  throughout  the  former  Soviet  Union.  The  goal  is  to  match 
American  businessmen  with  Soviet-bom  Israelis,  who  are  interested  in  working  together  with  entrepreneurs  from  their 
former  homelands. 

♦  Congress  estabhshed  the  Middle  East  Regional  Cooperation  (MERC)  program  in  the  wake  of  the  Camp 
David  accords  in  order  to  promote  technological  and  scientific  cooperation  between  Israel,  Egypt,  and  the  United 
States.  Recently,  Morocco,  Jordan,  Tunisia,  Lebanon,  and  the  Palestinians  have  also  joined  the  program.  The  FY95 
Foreign  Operations  bill  funded  MERC  at  S7  milhon.  The  regional  cooperation  program  provides  an  opportunity  for 
Israel  and  its  Arab  neighbors  to  cooperate  on  health,  agncultural,  and  environmental  problems  which  plague  the 
Middle  East.  Since  the  1993  signing  of  the  Israel-PLO  accord,  various  organizations  have  proposed  several  new 
projects  which  call  for  Israeli-Palestinian  cooperation  in  these  fields.  These  proposals  are  at  various  stages  in  the 
approval  process,  but  the  State  Department  has  already  indicated  that  it  wants  to  give  priority  consideration  to  MERC 
projects  that  include  the  West  Bank  and  Gaza. 

♦  In  November  1992,  UN  Secretary  General  Boutros  Boutros-Ghali  asked  Israel  to  provide  experts  to  teach 
vanous  coumnes  about  the  democratic  process  and  to  organize  and  supervise  democratic  elections.  Israel's 
Ambassador  to  the  Umted  Nations,  Gad  Yaaccbi,  told  Boutros-Ghali  that  Israel  would  willingly  provide  such  experts. 
Israel  has  extensive  experience  in  fostering  democracy  among  large  numbers  of  immigrants  from  non-democraiic 
countnes,  and  has  shared  this  experience  with  other  countries. 

Conclusion: 

In  September  1992,  then-candidate  Bill  Clinton  noted  the  importance  of  shared  values  to  the  U.S.-Israel 
relationship:  "Our  relationship  would  never  vary  from  its  allegiance  to  the  shared  values,  the  shared  religious 
heritage,  the  shared  democratic  politics  which  have  made  the  relationship  between  the  United  States  and  Israel  a 
special,  even  on  occasion  a  wonderful,  relationship.  Our  support  of  Israel  would  be  part  of  all  those  shared  things, 
plus  our  commitment  to  a  stable  and  peaceful  Middle  East,  a  commitment  that  can  never  have  been  fiilfilled  in  the 
absence  of  Israeli  help." 

Earber  that  month,  Mr.  Clinton  said:  "America  and  Israel  share  a  special  bond.  Our  relationship  is  unique 
among  all  nations.  Like  America.  Israel  is  a  strong  democracy,  a  symbol  of  freedom,  an  oasis  of  liberty,  a  home 
10  the  oppressed  and  persecuted. 

And,  in  his  book  Putting  People  First.  Clinton  wrote:  "Among  all  the  countries  in  the  Middle  East,  only 
Israel  has  experienced  the  peaceful  transfer  of  power  by  ballot-not  by  bullet.   We  will  never  let  Israel  down." 

As  President,  Mr.  Clinton  reiterated  that  same  conviction.  At  a  March  1994  joint  news  conference  with 
Prime  Minister  Yitzhak  Rabin,  he  declared:  "Since  the  beginning  of  this  administration,  the  Prime  Minister  and  1 
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have  worked  to  promote  the  common  interests  and  values  our  nations  share. ...You  have  the  admiration  and  respect 
of  the  entire  United  States  and  our  nation's  pledge  of  support  and  steadfast  friendship." 


II.  ISRAEL'S  NEED  FOR  AID 

While  U.S.  assistance  to  Israel  provides,  as  we  have  seen,  solid  benefits  to  our  own  country,  Israel  needs 
U.S.  aid  for  its  continued  survival.  U.S.  military  and  economic  aid  safeguards  Israel's  secunty;  sustains  the  peace 
process;  bolsters  the  Israeh  economy;  and  fosters  immigrant  absorption  in  Israel. 

Safeguarding  Israel's  Security 

The  Arab  Military  Buildup: 

While  Iraq's  defeat  in  1991  removed  a  horrifying  threat  from  the  region  and  should  have  reduced  the  need 
for  new  arms  sales  to  the  Middle  East,  the  opposite  has  occurred  in  the  past  three  years.  The  Arab  states,  joined 
by  Iran,  have  resumed  their  previous  pattern  of  large-scale  arms  procurement.  Lavish  trade  exhibitions  displaying 
the  latest  military  technology  are  annually  held  in  Arab  states,  the  most  recent  of  which  was  the  massive  IDEX  95 
arms  show  held  in  the  UAE.  Arab  countries  and  Iran  place  orders  for  billions  of  dollars  worth  of  new  weapons  each 
year,  and  have  tens  of  billions  of  dollars  more  still  m  the  pipelme.  In  the  last  20  years,  roughly  since  the  Yom 
KippuT  war,  the  leading  Arab  and  Islamic  nations  still  in  a  state  of  war  with  Israel  have  spent  about  S550  billion  on 
their  armed  forces.  Even  after  the  destruction  of  much  Iraqi  hardware,  the  Arab  world  and  Iran  now  outnumber 
Israel  eight-to-one  in  manpower  (Chan  1 ),  seven-to-one  in  tanks  and  armored  fighting  vehicles  (Chan  2),  and  more 
than  four-to-one  m  aircraft  (Chan  3).  Many  of  the  largest  arms-importing  countries  in  the  world  are  nations  actively 
hostile  to  Israel.  Weapons  of  mass  destruction,  along  with  dehvery  systems  such  as  ballistic  and  cruise  missiles,  are 
also  being  widely  acquired  by  radical  regimes  throughout  the  region.  It  is  estimated  that  by  the  turn  of  the  century, 
Israel  may  well  be  faced  with  as  many  as  2,000  such  missiles  under  the  control  of  hostile  states.  The  destructive 
power  of  these  weapons,  even  if  armed  only  with  conventional  warheads,  can  be  devastating.  Israel  was  fortunate 
that  few  lives  were  lost  dunng  the  Gulf  War  in  1991.  However,  the  1994  bombardment  of  the  Yemem  capital  Sana 
with  Scud  missiles,  which  killed  dozens  of  people  and  destroying  whole  city  blocks,  and  Iran's  recent  use  of  Scuds 
against  rebels  in  Iraq,  should  serve  as  a  reminder  of  the  potential  threat  posed  to  Israel. 

Iran  is  rapidly  becoming  the  most  serious  threat  to  stability  m  the  Middle  East  and  is  swiftly  developmg 
the  means  to  stnke  Israel.  The  radical  Islamic  regime  has  embarked  on  a  large-scale  military  modernization  program 
since  the  defeat  of  Iraq  in  Desen  Storm  in  a  bid  to  become  the  dominant  power  in  the  Persian  Gulf.  From  Bosnia 
to  Sudan  to  Lebanon  to  Tajikistan,  Tehran  is  also  taking  advantage  of  regional  instabQity  to  promote  its  concept  of 
radical  Islamic  fiindamentalism.  Iranian  rearmament  and  military  expansion  started  at  the  beginning  of  the  1990s 
and  remain  top  pnorities  of  the  Tehran  government.  Iran  continues  its  buildup  of  conventional  arms  and  weapons 
of  mass  destruction.  Rearmament  remains  a  high  priority  for  Tehran  in  spite  of  economic  hardships.  Western 
governments  estimated  that  Iran  will  be  capable  of  producing  a  nuclear  device  within  five  to  ten  years  ~  sooner  if 
key  technologies  are  imponed  or  stolen  from  abroad.  Iran  may  have  6-10  separate  facilities  for  developmg  nuclear 
weapons-related  technology,  and  it  has  concluded  agreements  with  Russia  and  China  to  obtain  additional  reactors. 
Russia's  $1  biUion  deal  to  help  rebuild  Iran's  Bushehr  reactor  will  help  expand  the  regime's  nuclear  infrastructure 
and  cadre  of  technicians  and  engineers.  U.S.  intelligence  sources  have  publicly  described  Iran  as  also  having  active 
chemical  and  biological  weapons  programs.  Until  recently,  however,  Tehran  has  not  had  the  means  of  reaching  Israel 
with  these  deadly  weapons.  Now  Iran  is  on  the  verge  of  acquiring  a  new,  accurate  intermediate-range  missile  from 
North  Korea,  known  as  the  Rodong.  This  system  will  be  able  to  hit  Israel  with  unconventional  weapons  from  a 
distance  of  800  miles,  and  has  ah-eady  been  tested  by  North  Korea.  The  missile  is  expected  to  soon  begin 
operational  trials  in  Iran. 

As  pan  of  its  rearmament  program,  the  Islamic  Republic  has  been  buying  large  quantities  of  tanks,  advanced 
fighters,  submannes  and  missile  systems  from  eastern  Europe,  the  former  Soviet  repubUcs,  China,  and  North  Korea, 
in  return  for  oil  and  gas.  The  Iraruan  Air  Force  has  already  mtegrated  the  best  Iraqi  fighters  which  it  acquired  dunng 
the  Gulf  war.  Repons  continue  of  a  possiC)iv;  deal  with  Russia  or  Ukraine  to  provide  the  Islatmc  Republic  Tu-22M3 
strategic  "Backfire"  bombers,  capable  of  reaching  targets  throughout  the  Middle  East,  including  Israel.  Two  Russian- 
made  attack  submannes  have  been  delivered.  Tehran  is  also  acquiring  production  facilities  for  many  of  these  arms, 
includmg  assembly  Imes  for  T-72  tanks  and  perhaps  MiG-29  fighters.  Iran  recently  armounced  it  is  initiating 
production  of  an  indigenously-produced  tank. 
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This  buildup  poses  a  long-term  strategic  threat  to  Israel  and  regional  U.S.  security  interests,  particularly  if 
Iran  obtains  long-range  ballistic  missiles  and  strategic  bombers.  Even  without  these  weapons,  it  is  not  safe  to  assume 
that  Iran's  threat  to  Israel  is  minimized  by  the  distance  between  the  two  coimtnes.  Iran  is  playing  an  important  role 
in  Syria's  military  growth  and  may  serve  as  a  future  strategic  reserve  for  Damascus  ui  the  post-Soviet  era.  Iran's 
support  of  Hezbollah  terronsts  operating  from  southern  Lebanon  agamsl  civilian  populations  in  northern  Israel  further 
increases  the  threat  to  the  Israehs. 

Without  more  stringent  limitations  on  technology  exports  to  Iran  by  the  United  States  and  Europe,  including 
pressure  on  Russia  and  China,  the  mistakes  of  the  U.S.  poUcies  on  Iraq  may  be  repeated.  If  so,  Tehran  will  become 
a  nuclear  weapons  state  by  the  late  1990s. 

Syria  has  resumed  its  quest  for  "strategic  parity"  with  Israel,  and  now  has  more  troops,  tanks,  aircraft,  and 
artillery  than  Israel.  The  Assad  regime  fields  armed  forces  totalling  over  400,000  men,  with  another  400,000  troops 
in  reserve.  Syria's  arsenal  includes  over  4,500  modem  tanks  and  some  600  sophisticated  combat  aircraft,  including 
MiG-29  interceptors  and  Su-24  fighter-bombers.  Syrian  Scud-C  ballistic  missiles  can  carry  chemical  weapons,  which 
are  being  manufactured  and  stockpiled,  while  the  accuracy  of  its  SS-21  missiles  increases  Syria's  "first-suike"  attack 
capabilities  against  key  Israeli  installations,  including  air  bases  and  mobilization  points.  Devising  methods  of  coping 
with  this  growing  offensive  military  capability  will  be  a  primary  consideration  for  Israel  in  its  efforts  at  political 
dialogue  with  Syria  over  the  Golan. 

Syria  received  a  financial  windfall,  totaling  almost  $3  billion,  from  the  GCC  states  as  payment  for  its 
nominal  contribution  in  the  Gulf  crisis.  Military  spending  was  increased  by  31  percent  in  1994.  The  European 
Umon  has  lifted  its  arms  embargo  on  Syria,  which  may  allow  Damascus  to  upgrade  some  weaponry  with  Western 
components. 

Much  of  Syria's  military  budget  has  been  spent  on  modem  weaponry.  Syria  has  taken  delivery,  via  Iran, 
of  as  many  as  150  extended-range  Nonh  Korean  Scud-C  missiles,  and  is  reportedly  building  new  launching  sites  for 
these  weapons.  This  has  more  than  doubled  the  size  of  Syria's  ballistic  missile  arsenal  and  given  it  the  ability  to 
hit  any  point  in  Israel.  Israeli  intelligence  analysis  estunated  that  Syria  has  already  developed  prototype  ballistic 
missiles  and  will  be  able  to  produce  Scud-Cs  without  outside  help  withm  two  years.  Damascus  also  retains  an 
interest  in  obtaming  M-9  intermediate-range  missiles  from  Chma. 

In  April  1994,  Damascus  and  Moscow  agreed  on  a  new  $500  milhon  package  of  sophisticated  arms  and 
spare  parts,  including  up  to  500  new  tanks  and  fighters.  The  arms  being  acquired  are  higher-quahty  than  in  the  past. 
Soviet-bloc  weaponry  was  often  delivered  without  sensitive  components  and  subsystems  -  judged  to  be  too  secret 
to  export.  Today,  such  Cold-War  concerns  have  been  largely  outweighed  by  Russia's  financial  incentives  to  expon 
arms.  In  addition,  agreement  was  reportedly  reached  to  forgive  virtually  all  of  Syria's  past  debt  for  arms  imports 
from  the  Soviet  Union. 

Syria  continues  to  expand  its  arsenal  of  weapons  of  mass  destruction.  China  provided  assistance  in  setting 
up  underground  ballistic  missile  assembly  lines.  New  missile  launcher  vehicles  have  been  transported  from  North 
Korea  via  Russia.  The  Synans  can  now  manufacture  several  hundred  tons  of  chemical  warfare  agents  per  year  at 
four  separate  production  facilities.  These  can  be  deployed  as  warheads  on  Syria's  balUstic  missiles  or  bombs  for 
its  Su-24  strike  bombers. 

Additional  tanks  and  combat  aircraft  are  being  obtained  firom  the  cash-starved  former  Soviet  republics  and 
eastern  European  states.  Syria  is  continuing  to  expand  its  ground  forces,  building  new  divisions  with  its  recent  tank 
purchases.  Hundreds  of  new  T-72  tanks  have  begim  to  arrive  from  the  former  Czechoslovakia  and  from  Russia. 
Well  over  half  of  the  Syrian  tank  corps  now  fields  T-72s,  and  even  more  advanced  ex-Soviet  models,  such  as  the 
T-80,  may  be  obtained.  Syria  has  added  three  new  divisions  to  its  order  of  battle,  having  received  between  600  and 
800  new  T-72  tanks  smce  1991.  New  self-propelled  artillery  and  rocket  launchers,  both  key  systems  for  offensive 
warfare,  have  also  been  acquired.  The  main  armored  and  mechanized  divisions  facing  Israel  on  Golan  are  kept  at 
a  high  state  of  readiness,  and  can  transition  to  an  offensive  posture  within  36  to  48  hours. 

Russia  and  Ukraine  may  also  provide  the  Syrian  Air  Force  with  additional  MiG-29  and  Su-24  aircraft.  SA- 
10  air-defense  missiles,  with  similar  capabilities  to  the  Patriot,  are  also  being  sought. 

The  Assad  regime  can  no  longer  look  to  Moscow  as  a  strategic  ally,  even  though  arms  transfers  continue 
from  Russia  on  a  cash  basis.   This  role  is  instead  being  filled  to  some  extent  by  Iran,  with  which  ties  have  grown 
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steadily  in  recent  years.  As  its  domestic  defense  industry  grows,  Iran  could  become  a  strategic  reserve  for  Syria  in 
a  new  conflict  with  Israel. 

Syria  also  acts  as  an  arms  conduit  for  radical  forces  in  Lebanon.  Damascus  reportedly  has  supplied 
shoulder-launched  anu-aircraft  missiles  to  Hezbollah. 

Libya,  despite  its  massive  arsenal  of  Soviet-supplied  weaponry,  has  until  recently  possessed  only  bimied 
capability  to  directly  anack  Israel.  Withm  the  last  few  years,  Qaddafi  has  acquired  the  capacity  for  aenal  refueling, 
giving  Libyan  bombers  the  range  to  reach  Israel.  Libya,  like  Iran,  has  been  dealmg  with  North  Korea  to  acquire  its 
intermediate-range  Rodong  ballistic  missile,  now  under  development.  This  will  allow  Qaddafl's  regime  to  target 
Israel  for  the  first  time.  Tripoli  is  also  continuing  to  fimd  development  of  the  shorter-range  Otrag  and  Al-Faiah 
missiles.  Most  alarming  are  unconfirmed  reports  that  Libya  may  have  been  able  to  covertly  acquire  two  ex-Soviet 
SS-25  mobile  mtercontmeraal  ballistic  missiles.  If  true,  the  radical  Libyan  regime  could  conceivably  target  not  only 
the  entire  Middle  East,  but  North  America  as  well. 

A  second  underground  chemical  plant  has  been  constructed  at  Tarhunah.  Added  to  the  Rabta  facility,  it 
gives  Libya  perhaps  the  largest  CW  capacity  in  the  region.  Libya's  current  isolation  makes  it  an  even  more 
unpredictable  factor  in  the  region. 

Iraq  made  Israel  a  prime  target  for  attack  during  the  Gulf  War.  While  much  of  Iraq's  remaining  arsenal 
of  unconventional  weaponry  has  already  been  destroyed,  Iraq  still  remains  a  long-term  concern  for  Israel's  security. 
Saddam  is  still  clearly  benl  on  rearming  Iraq.  Unless  sancuons  are  effectively  mamtained,  Iraq  could  rebuild  its 
former  power  in  several  years'  time.  Iraq's  standmg  army  is  still  one  of  the  largest  m  the  Middle  East,  totalmg 
several  hundred  thousand  troops. 

America's  rapid  October  1994  buildup  of  military  forces  in  Kuwait  deterred  Saddam  Hussein  from 
continumg  the  southward  deployment  of  his  rebuilt  Republican  Guard  divisions.  Iraq  has  threatened  to  stop  long- 
term  UN  moniionng  imiiated  to  pre\ent  Baghdad  from  reestablishing  its  weapons-of-mass-destruction  programs 
unless  sanctions  are  lifted.  Amencan  and  UN  officials  ha\e  stated  that  little  progress  has  been  made  in  dismantling 
Iraq's  abibty  to  produce  biological  weapons. 

Much  of  Iraq's  chemical  arsenal,  nuclear  faciUues,  and  hundreds  of  mobile  ballistic  iiussiles  survived  the 
conflict  intact  and  Saddam  resisted  UN  efforts  to  destroy  them.  Although  Iraq  was  forced  to  destroy  many  of  its 
remaining  Al-Husayn  and  Al-Abbas  Scud  nussiles,  it  is  believed  many  remain  hidden.  Estimates  on  the  number  vary 
from  200  to  300  remaimng  musUes,  with  a  limited  number  of  launchers.  The  United  States  is  especially  concerned 
that  Iraq  may  be  able  to  restart  its  biological  warfare  program  because  of  the  difficulty  in  controlling  the  necessary 
manufacturing  technolog>'.  CIA  Duector  Woolsey  has  testified  that  Iraq  could  resurrect  its  cheimcal  manufactunng 
in  a  year  and  its  nuclear  program  within  a  few  years  if  monitoring  faltered. 

While  Iraq  continues  to  be  the  subject  of  inspections  for  weapons  of  mass-destruction  and  has  agreed  to 
long-term  monitoring,  concern  exists  among  independent  observers  that  Baghdad  has  succeeded  m  shielding  a  portion 
of  Its  prohibited  technology  trom  the  world.  There  are  also  still  7,000  nuclear  scienusts  and  techmcians  m  Iraq. 
If  sanctions  are  lifted.  Iraq  could  develop  nuclear  weapons  before  the  end  of  the  decade  and  resume  chemical  and 
biological  production  within  a  year.  UN  inspectors  cite  the  difficultly  of  constantly  monitoring  over  1,000  sites. 

The  Iraqi  armed  forces  have  been  rebuilding  and  reorganizing  -  now  fielding  some  400,000  troops  with 
2,500  tanks  and  1 .700  aruUery  pieces.  Top  pnonty  was  gi\  en  to  reestablishing  the  Republican  Guard  divisions  at 
their  full  prewar  strength.  Approxunately  300  combat  aircraft  and  nearly  600  helicopters,  almost  the  enure  prewar 
force,  are  also  operational.  Iraq  is  actively  rebuilding  its  conventional  arms  industry  which  was  heavily  damaged 
during  the  1991  war.   Small-scale  production  of  T-72  tanks,  artillery,  missiles  and  spare  parts  has  resumed 

Saudi  Arabia  and  the  GCC  have  scaled  back  some  previous  deals  for  financial  reasons,  although  the  UAE 
is  planrung  a  large  purchase  of  up  to  80  advanced  fighter  aircraft  this  year.  New  arms  agreements  smce  the  Gulf 
crisis  ha\e  totaled  almost  S25  billion,  in  spite  of  a  short-term  cash  shortage  which  has  led  to  the  delay  of  some 
acquisitions.  Saudi  Arabia  has  purchased  roughly  $50  billion  in  weapons  and  military  construction  from  the  Umted 
States  m  the  last  ten  years,  includmg  sophisticated  AWACS,  advanced  missile  systems,  and  72  new  top-of-the-lme 
F-15s,  which  will  have  a  maior  effect  on  the  aenal  mihtary  balance  with  Israel.  Last  year  the  Saudis  also  fmaUzed 
an  agreement  to  purchase  48  Tornado  stnke  bombers  from  Bntam.  The  Saudi  Na\7  is  also  undergoing  a  major 
expansion,  as  it  seeks  to  acquire  three  neu'  frigates  as  pan  of  its  ambiuous  modernization  program. 
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While  Saudi  Arabia  has  not  iradiuonally  been  thought  of  as  a  niajor  player  in  past  Arab  aggressions  against 
Israel,  the  massive  expansion  and  modernization  of  its  military  dunng  the  past  two  decades  has  given  Riyadh  the 
potential  to  play  an  important  supporting  role  in  a  future  conflict.  The  very  fact  that  this  capabihty  now  exists  will 
bnng  pressure  from  other  Arab  states  to  jom  m  a  miUtary  coalition  aimed  at  Israel.  The  Saudi  armed  forces  gained 
confidence  and  experience  dunng  Operation  Desen  Stortn,  possibly  making  them  an  even  more  formidable  potential 
threat  for  Israel. 

The  Arab  states  and  Iran  purchase  these  arms  from  dozens  of  different  nauons  around  the  globe.  The 
United  States  has  been  a  major  supplier,  sellmg  m  recent  years  billions  of  dollars  of  mihtary  goods  and  services  to 
avowed  enemies  of  Israel.  Amencan  sales  of  new  weapon  systems  to  hostile  Arab  nauons  have  had  a  significant 
impact  on  the  mihtary  balance  between  Israel  and  those  states  because  Amencan  technology  is  often  supenor  to  that 
of  competing  nations.  These  sales  have  significantly  raised  the  cost  to  Israel  of  maintaining  its  own  defenses, 
erodmg  its  qualitative  edge  and  exacerbating  the  stram  on  Israel's  economy.  Stronger  efforts  need  to  be  made  by 
the  Clinton  Administration  to  curb  the  regional  arms  race. 

Israel's  Defense  Needs: 

U.S.  assistance  to  Israel  has  a  critical  impaa  on  the  security  of  the  Jewish  state  as  it  continues  to  face  these 
military  threats.  While  Israel  will  benefit  in  the  short  term  from  the  reduction  in  Iraq's  mihtary  capability,  its  vital 
margin  of  security  nevenheless  conunues  to  erode. 

Israel  had  to  make  hard  choices  in  order  to  afford  the  level  of  security  necessary  for  dealmg  with  emerging 
threats.  In  1994,  Israel  purchased  22  F-15I  strike  bombers  in  order  to  better  deter  long-range  adversanes.  Israel's 
defense  requu'ements  continued  to  exceed  available  budgetary  resources,  however,  and  the  IDF  was  forced  to 
postpone  other  programs  m  order  to  pay  for  the  top-pnority  aircraft.  The  United  States  has  helped  by  providing  50 
surplus  F-16  fighters  and  10  Blackhawk  hehcopters  to  the  Israel  Air  Force. 

The  erosion  in  Israel's  vital  margin  of  security  results  largely  fh>m  the  severe  financial  and  budgetary 
shortfalls  faced  by  the  Government  of  Israel  for  a  number  of  years.  Indeed,  the  effects  of  recent  years'  defense 
budget  cuts  will  conunue  to  be  felt  well  into  the  1990s.  Defense  expenditures  m  cormng  years  will  continue  to  be 
Urmted  and  the  Israel  Defense  Forces  are  facing  the  choice  of  cancehng  imponanl  projects  or  stretching  them  out 
over  extended  penods,  thus  dnving  up  their  ulumate  cost.  For  example,  Israel  recently  decided  not  to  proceed  at 
this  time  with  the  purchase  of  a  sophisucated  early-wanung  radar  system. 

As  a  result  of  cuts  in  traming  time  and  equipment,  the  capabiUties  of  the  IDF's  resen'e  forces— the 
foundation  of  the  nation's  defense-have  diminished  in  recent  years. 

Despite  the  overall  defense  downsizing  Israel  is  facing,  a  number  of  impoitant  steps  were  taken  withm  the 
past  year  to  offset  the  cutbacks.  Last  year,  Israel  selected  the  F- 1 51  as  its  next-generation  fighter  aircraft.  Israel  has 
received  U.S.  military  equipment,  including  Apache  and  Blackhawk  helicopters,  through  a  drawdown  of  U.S.  stocks. 
Surplus  USAF  F-16  fighters  have  been  transfened.  The  Umted  States  also  agreed  to  preposition  advanced  munitions 
in  Israel.  The  IDF  also  is  buying  additional  Apaches  and  MLRS  anillery  with  its  secunty  assistance  allotment.  The 
two  alhes  have  also  agreed  that  Israel  will  have  a  direct  commumcauons  downlink  from  U.S.  early  warning  systems 
during  future  crises,  to  alert  Israel  to  fiiture  Scud  attacks.  The  Israeli  Navy  has  taken  delivery  of  its  first  Saar  V 
missile  corvette.  When  delivery  is  completed,  the  three  ships  will  be  the  largest  and  most  advanced  vessels  in 
service. 

Still,  Israel's  ability  to  fiind  its  defense  requirements  faces  some  daunting  challenges.  Austerity  measures 
have  sharply  cut  Israel's  defense  spending.  The  Israeh  defense  budget  shrank  from  10%  of  Israel's  GNP  in  1986 
to  7.2%  in  1993.  Nauonal  defense  now  represents  roughly  17%  of  the  budget,  and  faces  increasing  competition 
because  of  the  demands  of  immigrant  absorpuon.  While  IsraeU  military  planners  have  attempted  to  make  the  cuts 
without  eroding  Israel's  narrow  margin  of  safety,  reductions  of  this  magmtude  have,  inevitably,  added  to  the  element 
of  risk  in  many  areas. 

The  IDF  has  revised  its  multi-year  budget  and  procurement  plans  in  light  of  the  continuing  fmancial  crunch, 
exacerbated  by  the  costs  associated  with  the  Gulf  war.  Among  the  options  the  Israeli  mihtary  is  bemg  forced  to 
consider  are  a  further  reduction  in  the  size  of  the  IDF,  including  retinng  professional  soldiers  and  dismissing  civilian 
staff,  cutting  back  on  the  number  of  aimual  days  for  reserve  duty,  reducmg  investment  in  day-to-day  secunty  within 
Israel  and  the  temtones,  canceling  R&D  projects,  and  disbanding  vanous  commands  within  the  IDF.    The  IDF's 

39 


126 


former  Chief-of-StafT,  Lieutenant  General  Ehud  Barak,  stated  that  the  defense  cutbacks  are  leading  to  reductions  in 
tanks,  mechanized  artillery,  aircraft,  and  training  of  reserves. 

In  recent  years,  active  combat  imiis  have  been  disbanded,  reduced  in  size,  or  converted  into  reserve 
formations.  Aircraft  have  been  mothballed.  This  has  decreased  the  number  and  size  of  army  brigades  and  air  force 
squadrons  available  to  meet  a  surprise  attack.  This  means  a  serious  decline  m  Israel's  visible  deterrent  capability 
as  well  as  a  declme  m  its  war-fighimg  abihty. 

Faced  with  a  manpower  surplus,  thousands  of  active-duty  military  personnel  have  been  released  from  the 
IDF.  Pay  cuts  and  personnel  releases  have  produced  an  exodus  of  highly  trained  and  motivated  professionals. 
Ammunition  and  equipment  stockpiles  have  suffered  deep  cuts  in  order  to  lessen  the  impaa  of  reductions  in  other 
areas. 

As  a  result  of  this  downsizing,  the  multi-year  plan  calls  for  funds  to  be  diverted  towards  defense  research 
and  develqjmem,  in  order  to  create  a  leaner,  more  modem  military.  But  expenditures  on  R&D  have  also  been 
subject  to  reductions.  This  has  diminished  Israel's  ability  to  develop  and  produce  the  unique  new  weapons  and 
countermeasures  needed  to  conft'om  increasmgly  sophisticated  weapons  entering  Arab  arsenals.  This  in  turn  reduces 
Israel's  qualitative  advantage  over  its  opponents.  Increasingly,  Israel  will  have  to  count  on  its  own  technologies  to 
stay  ahead  of  its  adversaries,  as  the  West  is  more  willing  to  sell  Arab  states  weaponry  matching  that  of  Israel. 
Within  the  past  several  years,  Israeli  defense  industnes  were  forced  to  reduce  their  staffs  and  plant  facilities  and  thus 
are  less  able  to  support  Israel's  military  needs.  Israel  Military  Industnes  (TAAS),  Rafael,  and  Israel  Aircraft 
Industnes,  the  country's  leading  defense  manufacturers,  have  been  especially  hard-hit. 

These  ongoing  reductions  in  Israel's  defense  resources  continue  to  make  American  Foreign  Military 
Financing  (FMF)  aid  to  Israel  a  vital  component  of  that  nation's  ability  to  defend  itself  and  thus  maintain  stability 
in  the  region.  In  order  for  Israel's  qualitative  edge  to  be  maintained,  it  is  paramount  that  the  United  States  continue 
current  levels  of  security  assistance.  The  real  value  of  this  aid  has  declined  due  to  inflation  and  rising  costs  of  U.S. 
weapon  systems  by  more  than  a  third.  In  particular,  this  assistance  will  help  to  further  upgrade  Israel's  air  force  - 
whose  margin  of  supenority  o\er  its  adversaries  remains  the  cornerstone  of  Israel's  secunty  doctrine  -  particularly 
through  the  acquisition  of  additional  fighter  aircraft. 

One  longstanding  and  vital  feature  of  Israel's  security  assistance  is  the  off-shore  procurement  (OSP) 
component,  which  allows  Israel  to  spend  a  small  percentage  of  its  military  aid  in  Israel.  This  is  important  to  both 
nations,  pnmarily  because  it  helps  preserve  Israel's  qualitative  edge.  Israel  increasingly  perceives  its  ability  to  stay 
technologically  ahead  of  its  potential  adversaries  as  pnmarily  dependent  upon  its  own  resources  and  capabilities. 
OSP  increases  Israels  defense  self-sufficiency  by  maintaining  the  viability  of  its  miUtary  industries. 

One  vital  measure  that  would  counter  the  erosion  of  Israel's  deterrent  capabilities  would  be  the  upgrading 
of  Israel's  status  to  that  of  our  NATO  allies  on  issues  of  technology  cooperation.  President  CUmon,  in  a  March  31, 
1993,  letter  of  reply  to  Senator  Connie  Mack,  indicated  he  had  assured  Prime  Minister  Rabin  that  technology 
transfers  to  Israel  would  be  evaluated  according  to  the  same  critena  as  NATO  members.  We  are  concerned, 
however,  that  the  President's  pledge  to  allow  the  sale  of  impoitani  supercomputer  technology  to  Israel  may  be 
blocked  by  bureaucrats  who  oversee  U.S.  export  controls. 

For  the  foreseeable  future,  Israel  continues  to  face  long-term  reductions  in  the  size  of  its  military  forces. 
What  is  lost  in  quantity  must  be  made  up  in  the  qualitative  enhancements  provided  through  the  development  and  use 
of  advanced  technologies.  Both  domestic  development  and  foreign  acquisition  of  these  technologies  are  expensive, 
but  vital  if  Israel  is  to  maintain  its  military  edge  and  thus  remain  a  stable  deterrent  against  potential  adversaries 
whose  capabilities  contmue  to  grow. 

Today,  I  come  before  you  to  ask  that  you  take  the  very  serious  security  risks  facing  Israel  into  account  when 
you  consider  the  level  of  aid  to  Israel  for  FY  1996.  What  this  Subcommittee  does  will  have  a  direct  impact  on 
Israel's  secunty,  in  an  environment  where  there  is  much  less  room  for  error  than  in  the  past.  U.S.  aid  is 
indispensable  to  prevent  any  further  erosion  in  Israel's  narrow  margm  of  security  in  a  situation  where  its  forces  have 
been  cut  while  those  of  its  adversaries  ~  continue  their  rapid  growth. 
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Sustaining  the  Peace  Process 

A  close  relationship  between  the  United  States  and  Israel  is  critical  to  sustaining  the  Middle  East  peace 
process  because,  experience  shows,  progress  is  achieved  in  negotiations  only  when  there  is  close  cooperation  and 
coordination  between  the  two  countries.  Of  course,  U.S.  iniUtary  and  economic  assistance  to  Israel  is  a  vital 
component  of  the  close  bilateral  relationship.  President  Clinton  and  Secretary  of  State  Christopher  have  both 
appropriately  spoken  out  in  support  of  the  current  levels  of  assistance  to  Israel  in  the  context  of  the  peace  process. 
As  I  mentioned  in  my  opening  section.  President  CUnton  has  stated  -  and  Secretary  Christopher  has  concurred  on 
numerous  occasions  —  that  "this  vital  aid  encourages  long-term  stability  in  the  region  and  demonstrates  our 
commitment  to  Israel's  sovereignty  and  security.'  Conversely,  tensions  between  the  United  States  and  Israel 
undermine  the  foundations  of  the  peace  process  and  reduce  the  chances  that  progress  will  be  achieved. 

This  basic  principle  -  that  U.S.-Israeli  cooperation  advances  peace  while  tensions  between  these  nations 
undermine  it  -  is  true  for  three  basic  reasons: 

(1)  Israel  must  have  confidence  in  the  United  States  to  take  the  risks  for  peace  sought  by  American 
officials.  Ix>ng  and  bitter  experience  has  convinced  the  IsraeU  public  that  it  cannot  rely  on  Arab  goodwill  and 
sincerity,  nor  on  steadfast  support  from  other  nations.  Only  America's  reliability  as  an  ally  of  Israel  will  enable 
IsraeUs  to  proceed  with  agreements  that  entail  major  risks,  such  as  the  Israel-PLO  Declaration  of  Principles  and  the 
Other  agreements  which  Prime  Minister  Rabin  is  working  to  consummate  with  Israel's  interlocutors  in  the  Madrid 
bilateral  negotiations.  As  Secretary  of  State  Warren  Christopher  stated  after  the  historic  signing  of  the  Israel-PLO 
accord,  "Only  an  Israel  thai  is  strong,  confident  and  secure  can  make  peace.  Only  an  Israel  that  is  certain  of  its 
strategic  partnership  with  the  United  States  can  take  the  necessary  risks." 

(2)  Arab  incentives  to  move  forward  in  the  peace  process  also  depend  on  their  perception  that  the  U.S.- 
Israel  alliance  is  an  immutable  bond  that  cannot  be  severed.  Arab  radicals  are  dissuaded  from  the  alternative  of  the 
war  option  only  when  they  believe  that  American  support  for  Israel  makes  military  success  too  risky.  Similarly, 
Arab  moderates  are  not  attracted  to  direct  negotiations  with  Israel  when  they  perceive  that  the  alternative  path  of 
pressuring  the  United  States  to  "deliver"  Israel  has  any  chance  of  success.  An  Arab  rejectionist  codified  this  as  the 
pnnciple  that  "the  road  to  the  liberation  of  Palestine  runs  through  Washington."  To  combat  such  reasoning.  Secretary 
of  State  Christopher  said  in  Jerusalem  in  1993,  when  asked  about  Palestinian  demands  regarding  Israel's  bandhng 
of  the  Hamas  banishment  issue,  "I'm  not  in  the  business  of  pressuring  the  Israelis  to  do  anything.  It's  a  Government 
that  takes  action  m  its  own  interest."  Secretary  Christopher  also  told  reporters  he  beUeves  the  Rabin  Government 
is  doing  "all  it  can"  to  achieve  a  just  and  lasting  peace  with  security  and  acceptance  from  Israel's  neighbors. 

(3)  The  United  States'  effectiveness  as  an  intermediary  -  and  no  past  success  in  Arab-Israeli  peacemaking 
was  achieved  without  the  support  of  the  United  States  -  depends  on  its  close  relationship  with  Israel.  This  enables 
the  Arabs  to  look  to  America  as  the  one  outside  party  that  has  influence  in  Jerusalem,  and  it  enables  the  Israelis  to 
trtist  the  United  States  in  a  world  that  is  often  hostile. 

Long  experience  in  the  peace  process  has  demonstrated  the  truth  of  these  principles,  in  each  of  the  major 
past  successes  of  the  peace  process:  the  two  Israeli-Egyptian  disengagement  agreements  (1974  and  1975);  the  IsraeU- 
Syrian  disengagement  agreement  (1974);  the  Camp  David  accords  (1978);  and  the  Israeli-Egyptian  peace  treaty 
(1979),  and  the  Israel-Jordan  peace  agreement  (1994).  Even  the  1993  Israel-PLO  Declaration  of  Principles  (DOP), 
which  was  negotiated  in  Oslo  without  American  participation,  proves  the  truth  of  these  principles.  The  DOP  became 
possible  only  after  the  Clinton  Admimstration  rebuffed  the  PLO's  efforts  to  persuade  the  United  States  to  pressure 
Israel  into  making  unilateral  concessions,  thus  forcing  the  PLO  into  the  give-and-take  Oslo  negotiations  which 
produced  the  DOP. 

Conversely,  American  peace  initiatives  that  are  not  built  on  the  foundation  of  close  cooperation  with  Israel 
invariably  founder.  This  was  the  case  with  the  Rogers  Plan  in  1969,  the  Reagan  Plan  in  1982,  and  the  Shulu 
initiative  in  1988,  all  of  which  failed  in  spite  of  the  great  energy  put  behind  them  by  the  Administrations  of  the  time. 
A  particularly  powerful  example  of  how  U.S.-lsraeli  tensions  undermine  the  peace  process  was  President 
Eisenhower's  use  of  the  threat  of  American  sanctions  to  force  Israel  to  return  the  Sinai  to  Egypt  in  1957  without  a 
peace  treaty. 

When  American  actions  remind  the  Arabs  of  the  "Eisenhower  model,"  direct  negotiations  for  peace  are 
undermined.  When  the  United  States  proceeds  on  the  proven  principle  that  close  coordination  between  the  United 
States  and  Israel  ~  including  U.S.  nuUtary  and  economic  assistance  to  Israel  as  needed  ~  is  the  foundation  of  the 

41 


91-146    0—95 


128 


peace  process,  real  opportumiies  for  progress  emerge.  In  its  first  year-and-a-half  the  CUnton  Admiiustration  has 
upheld  this  principle,  and  I  am  hopeful  that  the  Congress  will  do  as  well  by  accepting  the  President's  FY  1996  Israel 
aid  request  and  by  taking  other  steps  to  nurture  the  U.S,-Israel  relationship. 

Bolstering  Israel's  Economy 

Israel  has  been  a  good  economic  investment  for  the  United  States;  American  aid  dollars  and  loan  guarantees 
get  returned  many  times  over  to  the  United  States  in  the  form  of  American  exports  to  Israel  of  both  civilian  and 
defense  goods.  The  restructuring  of  the  IsraeU  economy,  which  has  been  promoted  and  facilitated  by  the  United 
States,  is  creating  new  economic  opportunities  for  Israelis  and  Americans  alike.  With  American  help,  Israel  has 
maintained  a  path  of  bold  and  successfiil  economic  reform.  As  it  prepares  to  enter  the  21st  century,  the  country  is 
truly  competing  on  a  global  level.  A  combination  of  U.S.  foreign  assistance  and  an  unprecedented  domestic  push 
toward  privatization  has  moved  Israel's  economy  from  stagflation  to  world-envied  growth  m  less  than  a  decade. 

The  Israeli  economy  has  gone  through  a  stunning  decade  of  restructuring  and  expansion.  In  response  to 
hyperinflation  and  sluggish  growth,  each  govemmeni  since  the  1980s  has  pursued  a  course  of  economic  reform, 
including  tough  anti-inflation  policies  and  major  reduaions  in  the  government's  role  in  the  economy.  Israel's 
recovery  program  has  included  some  of  the  toughest  austenty  measures  ever  imposed  by  a  democracy.  This  reform 
process  is  taking  place  even  as  Israel  continues  dealing  with  the  twin  economic  burdens  of  high  spending  for  national 
defense  and  immigrant  absorption. 

The  process  of  opening  the  economy  to  market  forces  has  led  to  impressive  results: 

Economic  Growth:  Growth  in  the  gross  domestic  product  (GDP)  has  averaged  5.5  percent  in  the  1990s. 
In  1994,  GDP  increased  by  6.8  percent,  among  the  highest  rates  m  the  industrialized  world.  Annual  income  per 
person  is  about  $13,700. 

Inflation  Inflation,  which  was  at  400  percent  in  the  mid-1980s,  was  reduced  to  single  digits  by  1992  thanks 
to  a  major  stabilization  program.  However,  since  1992,  when  inflation  stood  at  9  percent,  prices  have  been  creeping 
back  up.  Inflauon  in  1994  exceeded  14  percent  mamly  due  to  an  unexpected  upturn  in  housing  and  food  prices; 
preliminary  1995  figures  indicate  a  reduction  in  the  inflauon  rate  so  far  this  year.  " 

Unemployment:  In  the  early  1990s,  unemployment  climbed  into  double  digits  due  to  a  population  surge 
from  new  immigrants.  In  the  last  year  alone,  however,  unemployment  dropped  from  10  percent  to  7.6  percent.  The 
unemployment  rate  for  new  immigrants  decreased  from  38  percent  m  1991  to  12  percent  in  1994. 

The  vast  improvements  in  the  Israeli  economy  are  being  recognized  in  international  financial  circles.  The 
Union  Bank  of  Switzerland,  for  example,  recently  named  Israel  one  of  the  world's  "top  five  countnes  for  future 
economic  competitiveness"  along  with  China.  Japan,  Korea,  and  Singapore.  Standard  and  Poor's,  which  upgraded 
Israel's  credit  rating  to  a  BBB+  in  1993,  visited  Israel  recently  and  is  considering  elevatmg  the  rating  even  higher. 
A  Goldman  Sachs  report  says  that  S&P  should  upgrade  Israel's  ratmg  because  of  "the  improvement  in  Israel's 
sovereign  credit  indicators,  coupled  with  the  progress  toward  peace  in  the  region."  Moody's  also  visited  Israel 
recently  to  assign  its  own  rating. 

Economic  Reform: 

Since  1985,  Israel  has  been  implementing  an  ambitious  plan  of  economic  reform  based  on  several  principles: 

♦  Reducing  the  role  of  the  government  in  the  economy  and  cut  the  budget  deficit; 

♦  Promoting  greater  reliance  on  market  mechanisms  and  competition  in  the  world  economy; 

♦  Reducmg  government  barriers  to  private  investment  and  trade. 
The  results  of  Israel's  economic  restructuring  program  are  impressive: 
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Budget  Policy  -  Reducing  Deficits,  Changing  Priorities: 

♦  The  budget  deficit  has  been  cut  in  half  from  5  percent  of  GDP  in  1991  and  1992  to  about  2.5  percent 
in  1994. 

♦  Several  measures  were  implemented  to  achieve  this  deficit  reduction:  drastic  budget  cuts  (government 
spending  has  decreased  by  10  percent  as  a  share  of  GDP  since  1986);  elimination  of  most  goverrunem  subsidies 
(reduced  from  3.5  percent  of  spending  in  1989  to  1.8  percent  in  1994);  and  pnvatization  of  government  enterprises 
(see  below). 

«  The  government  has  also  reduced  the  tax  burden  in  recent  years,  including  cuts  in  the  value-added  tax, 
corporate  income  tax,  travel  tax,  tariffs,  and  income  tax  rates  for  individuals.  These  tax  policies  have  reduced  the 
tax  burden  by  4  percent  of  GDP  since  1988.  In  its  FY  1995  budget,  the  government  is  reducing  taxes  by  S300 
miUion,  including  cuts  in  employers'  national  insurance  taxes  (S200  milbon)  and  indirect  taxes  ($70  million).  Further 
tax  cuts  for  the  middle  class  were  decided  by  the  Israeli  government  earlier  this  week. 

«  The  Government  has  removed  itself  from  the  housing  construction  business  and  has  instituted  new  tax 
incentives  and  matching  funds  for  private  sector  research  and  development. 

Privatization: 

♦  Israel's  once  centralized  economy  is  gradually  being  disassembled  through  an  aggressive  strategy  of 
privatization.  In  1993,  the  government  sold  more  than  $1.2  billion  wonh  of  holdings  to  the  private  sector.  In  1991 
and  1992,  the  government  sold  $393  million  and  $633  million  respectively. 

♦  Although  final  figures  are  not  yet  available,  privatization  efforts  slowed  slightly  in  1994.  But  in  1995, 
the  government  is  expected  to  accelerate  privatization  by  selling  an  estimated  $1.4  bilUon  worth  Of  assets,  accordmg 
to  a  recent  U.S.  State  Department  report.  Earlier  this  week.  Finance  Minister  Avraham  Shohal  announced  that 
Israel's  ministerial  economics  committee  had  approved  an  options  program  aimed  at  speeding  up  the  government's 
privatization  scheme.  Some  of  Israel's  most  attractive  companies  will  be  candidates  for  the  program,  mcluding  the 
Zim  shipping  company  and  the  four  biggest  banks. 

♦  Companies  undergoing  either  complete  or  partial  sale  include:  El  Al  Airhnes;  Israel  Housing  and 
Development  Corporation;  Malam  Systems  (computers);  Israel  Shipyards;  Koor  Industries;  and  Tourism  Enterprises 
Development.  The  Government  also  is  selling  off  shares  of  Bezeq  (telecommunications)  and  Israel  Chemicals  Ltd. 

Capital  Markets: 

♦  The  government  has  implemented  substantial  deregtilation  of  the  capital  markets.  Foreign  exchange 
controls  have  been  liberalized  to  ease  borrowing  requirements,  increase  competition,  and  encourage  international 
investment  and  trade. 

♦  In  response  to  high  inflation,  the  Bank  of  Israel  has  been  raising  interest  rates  and  slowing  the  money 

♦  The  government,  which  was  forced  to  bail  out  Israel's  collapsing  banks  in  the  early  1980s,  has  been 
actively  and  successfully  selling  off  its  shares  of  Israel's  banks. 

Investment  Incentives: 

♦  In  1994,  the  Israeli  Knesset  and  Cabinet  approved  the  creation  of  a  Foreign  Export  Processing  Zone 
(FEPZ),  which  will  attiact  foreign  investment  by  offering  expon-oriemed  businesses  a  environment  free  from 
government  intervention.   The  500-acre  export  zone  will  be  located  in  the  Negev  region  near  Beersheba. 

♦  Firms  that  establish  operauons  in  the  FEPZ  will  receive  an  income  tax  exemption  for  the  first  20  years 
of  operation,  as  well  as  fiill  exemption  from  import  and  export  duues  and  taxes. 
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Trade  Liberalization: 

Free  trade  has  been  a  very  important  pan  of  Israel's  integration  into  the  world  economy.  Israel  has  not  only 
removed  tariffs  but  has  also  elmunaied  quotas,  licensing  restrictions,  and  non-tariff  barriers.  Israel  is  currently 
negotiating  a  free-trade  agreement  with  Canada.  Israel  has  been  a  member  of  the  General  Agreement  on  Tariffs  and 
Trade  (GATT)  since  1963,  and  is  in  the  process  of  ratifying  the  new  Uruguay  Round  world  trade  agreement. 

As  a  small  coimtry,  Israel  relies  heavily  on  trade  for  its  economic  weU-being.  For  example,  exports  account 
for  more  than  40  percent  of  industnal  production,  of  which  half  is  made  up  of  high-technology  products.  For 
decades,  though,  Israel  was  snubbed  both  economically  and  poUtically  by  many  countries  that  adhered  to  the  Arab 
boycott  of  Israel.  The  changing  geofwUtical  climate  in  the  Middle  East,  combmed  with  a  more  open  global  trading 
system,  are  allowing  Israel  to  seek  and  expand  new  export  markets,  particularly  in  Asia.  In  1994,  Israel's  exports 
to  Asia  rose  to  $2.4  billion,  more  than  a  25  percent  increase. 

Israel's  Greatest  Asset  -  Human  Capital: 

Israel  has  one  of  the  most  highly  educated  workforces  in  the  worid.  On  a  per-capita  basis,  Israel  has  more 
scientists,  doctors,  and  engineers  than  any  other  country.  Israel  spends  about  3  percent  of  its  GDP  on  research  and 
development,  among  the  highest  rates  ui  the  worid. 

The  influx  of  immigrants  from  the  former  Soviet  Union  has  added  unprecedented  talent  to  Israel's  pool  of 
human  capital.  Included  among  the  newcomers  are  many  engineers,  doctors,  and  physicists.  Not  all  of  these 
immigrants  with  advanced  degrees  have  yet  been  able  to  find  work  commensurate  with  their  skills.  But  overall,  their 
presence  is  making  Israel  one  of  the  most  skilled,  competitive,  and  attractive  labor  forces  in  the  world. 

Conclusion: 

The  challenge  for  the  United  States  now  is  to  continue  to  support,  reinforce,  and  accelerate  growth  m  the 
Israeli  economy  while  encouraging  continued  economic  reforms.  Currently,  aid  to  Israel  is  primarily  defense-related 
-  used  either  to  purchase  military  eqiupmeni  or  to  help  service  debt  used  to  purchase  military  eqiupment  in  the  past. 
The  defense  burden  on  the  Israeli  economy  is  extraordinary,  and  Amencan  aid  is  vital  if  Israel  is  to  maintam  its„ 
qualitaii\'e  military  edge.  Without  such  aid,  Israel  would  not  be  able  to  simultaneously  defend  itself,  absorb 
immigrants,  and  reform  its  economy.  Without  Amencan  aid,  one  ~  or  more  -  of  these  areas  would  have  to  give, 
and  both  Amenca  and  Israel  would  feel  the  pain. 

Moreover,  Israel  continues  to  struggle  with  the  negative  effects  on  its  economy  of  the  persistent  Arab 
economic  boycott,  which  has  hampered  Israel's  economic  growth  smce  its  creation  in  1948.  According  to  a  1994 
study  by  the  International  Trade  Comimssion  (ITC),  the  Arab  boycon  of  Israel  has  cost  U.S.  business  approximately 
$410  million  in  1993.  In  addition,  the  ITC  study  found  that  the  cost  of  complymg  with  U.S.  laws  cost  an  additional 
$160  milUon  that  same  year.  U.S.  Trade  Representative  Mickey  Kantor,  who  requested  the  study,  commented  "[t]his 
fmding  imderlies  the  cnucal  importance  of  endmg  the  Arab  League  boycott  in  its  entirety." 

However,  some  progress  on  the  boycott  occurred  in  1994.  The  Gulf  Cooperation  Council  (GCC),  after 
meeting  with  Secretary  of  State  Warren  Christopher  at  the  UN,  aimoimced  on  September  30  the  effective  end  of  its 
member  states'  compliance  with  "provisions  of  the  Arab  boycott  of  Israel"  in  light  of  the  progress  achieved  in  the 
peace  process.  Upon  an  examination  of  the  "mutual  interests  of  the  GCC  and  its  trading  partners... .[the]  secondary 
and  tertiary  boycon  are  no  longer  a  threat,"  the  GCC  communique  said.  This  move  came  after  Commerce  Secretary 
Ron  Brown  was  assured  m  January  by  a  senior  Arab  League  official  that  the  League  would  discuss  endmg  the 
boycott  at  its  March  session,  the  issue  was  not  even  raised  at  the  meeting. 

The  GCC,  represemmg  the  Arab  world's  richest  coimtries,  pledged  also  to  suppon  an  Arab  League's  review 
of  the  economic  boycott  of  Israel.  Accordmg  top  press  reports,  U.S.  officials  privately  warned  Saudi  Arabia  prior 
to  the  GCC  announcement  that  the  Umted  States  was  considermg  to  investigate  and  possibly  seek  sanctions  under 
U.S.  trade  law  for  the  21-member  Arab  League's  unfair  trade  practices.  Moreover,  the  Umted  States  has  over  the 
years  pressured  the  Arab  states  to  end  the  economic  boycott;  both  the  CUnton  Administration  -  particularly  Warren 
Chnstopher  -  and  Congress  played  an  important  role  in  undersconng  American  resolve  on  this  subject.  Jordan 
ended  its  participation  in  the  boycott  when  it  joined  Egypt  to  become  the  only  Arab  nations  to  have  concluded  full 
peace  treaties  with  Israel. 
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Yet  the  boycott  is  still  huiting  Israel,  and  the  other  major  burdens  -  defense,  immigrant  absorption,  and 
economic  reform  ~  are  stiU  weighing  heavily  on  the  Israeli  economy.  American  aid  remains  critical.  Although  the 
nominal  level  of  aid  to  Israel  has  remained  steady  for  nine  years,  the  real  value  of  this  aid  is  constantly  declining. 
Takmg  into  account  inflation,  our  aid  package  to  Israel  has  eroded  in  value  by  over  SI  billion  (or  33  percent)  since 
1986  (see  Chart  4).  The  effects  of  inflation  are  somewhat  mitigated,  however,  by  the  early  disbursal  of  military  and 
economic  aid:  In  receiving  its  aid  package  sooner,  Israel  is  able  to  regain  a  small  part  of  the  aid  lost  to  inflation. 
The  aid  remains  a  relatively  small,  but  vital,  American  investment  -  and  most  of  it  is  immediately  returned  to  the 
United  Slates.  Furthermore,  Israel  has  signed  an  agreement  with  Washington  committmg  itself  to  purchasing  at  least 
an  equivalent  amount  in  U.S.  goods  to  the  economic  aid  it  receives  from  the  United  States. 

Fostering  Immigrant  Absorption 

As  a  result  of  the  successful  efforts  by  the  U.S.  Congress  and  Administration  in  winning  the  freedom  of 
Jews  throughout  the  world,  Israel  will  be  absorbing  an  estimated  one  million  immigrants  by  the  end  of  the  century  - 
-  a  remarkable  population  increase  of  more  than  20  percent.  This  is  an  unprecedented  challenge,  equivalent  to  the 
United  States  absorbing  SO  million  new  immigrants.  More  than  a  half-miUion  Jews  have  already  immigrated  to  Israel 
since  the  beginning  of  this  decade,  boosting  its  population  by  approximately  12  percent.  Israel  took  in  200,000 
immigrants  in  1990,  176,000  in  1991,  77,000  in  1992,  77,000  in  1993,  and  82,000  in  1994. 

The  colossal  immigration  wave  has  presented  Israel  with  a  great  blessing  as  well  as  an  enormous  challenge. 
Socially,  politically,  and  culnirally,  the  new  immigrants  will  have  little  trouble  adjusting  to  their  new  home.  The 
greatest  challenge  lies  in  their  economic  absorption.  In  the  short  term,  the  500,000  immigrants  constitute  an 
economic  burden.  But,  at  the  same  time,  they  have  given  Israel  a  tremendous  source  of  educated,  well-trained  labor, 
able  to  help  the  country  in  the  long  run. 

The  cost  of  absorbing  these  new  immigrants  is  enormous.  The  population  increase  requires  Israel  to  invest 
in  a  vast  expansion  of  infrastructure.  Large  ventures  are  already  occurring  in  housing,  transportation,  education,  job 
training,  and  job  creation.  Israel's  goverrunent  spent  approxunately  20%  of  its  1993  budget  on  absorption  -  up  from 
7.6  percent  in  1990. 

Most  of  the  cost  incurred  by  absorption  will  be  borne  by  domestic  Israeli  sources  and  contributions  from 
world  Jewry;  however,  for  the  expansion  to  be  a  success,  foreign  assistance  is  also  necessary.  To  this  end,  the  SIO 
bilhon  in  American  loan  guarantees  ~  provided  at  no  cost  to  the  American  tax  payer  -  has  helped  Israel  climb  into 
the  global  economy. 

If  proper  fmancing  continues,  the  real  power  of  Israel's  econoinic  potential  will  be  realized,  and  one  of 
history's  most  massive  immigrant  absorption  efforts  will  be  a  success. 

The  United  States  has  never  experienced  immigration  of  this  magnitude  (as  a  percentage  of  total  population), 
yet  each  wave  of  immigration  to  America  has  resulted  in  economic  expansion.  Israel  has  had  similar  experiences, 
and  considering  the  education  levels  of  the  current  immigrants,  this  new  wave  should  be  no  different. 

The  levels  of  educational  and  technical  skill  of  the  immigrants  far  exceed  those  of  the  Israeh  population, 
which  already  are  among  the  highest  in  the  world.  According  to  Israeli  Absorption  Ministry  flgures,  52%  of  the 
immigrants  from  the  former  Soviet  Union  who  have  come  to  Israel  since  1989  have  a  high  level  of  education.  The 
immigrants  include  62,000  engineers  and  architects,  10,000  scientists,  13,400  physicians,  27,700  teachers,  13250 
artists,  and  over  6,000  communications  specialists. 

As  a  percentage  of  populi.'Jon,  there  are  more  than  13  times  the  number  of  engineers  and  architects  among 
the  imimgrants  than  there  are  in  the  existing  Israeli  population,  twice  as  many  technicians,  and  six  times  as  many 
physicians.  This  high  level  of  knowledge  and  skill  will  lead  to  a  significant  increase  in  the  productivity  of  the 
busmess  sector,  especially  in  the  high-technology,  research-and-developmem,  and  other  expon-onented  industries, 
if  the  proper  levels  of  mvestmem  are  made. 

Since  1990,  some  386,000  new  jobs  have  been  created  in  Israel.  Of  this  total,  357,000  jobs  (92  percent) 
are  in  the  private  sector.  As  a  result  of  private  sector  job  growth,  unemployment  in  Israel  has  dropped  into  single 
digits  the  past  few  years.    While  unemployment  and  underemployment  of  new  immigrants  is  still  among  the 
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country's  most  pressing  economic  problems,  successful  job  creation  is  easing  the  transition  for  these  newcomers. 
Some  140,000  more  immigrants  had  jobs  in  1994  than  in  1991. 

Israel's  relative  success  in  absorbing  new  immigrants  into  the  economy  has  been  aided  by  two  major  factors. 
First,  the  economic  reform  program  has  encouraged  business  expansion  and,  thus,  new  job  opportunities.  Second, 
the  U.S.  loan  guarantee  program  has  enabled  Israel  to  obtain  the  foreign  capital  it  needs  to  keep  the  economy 
growing  while  its  population  grows  so  rapidly. 

The  funds  raised  through  the  guarantees  expand  the  pool  of  low  mterest  investment  capital  available  to 
Israeli  businesses.  Easier  access  to  capital  by  businesses  allows  the  economic  absorption  of  the  immigrants  to  be 
driven  by  the  private  sector.  A  portion  of  the  U.S.  guaranteed  fimds  are  used  to  enlarge  the  nations  infrastructure  - 
-  roads,  airports,  electricity,  sewage  treatment  -  to  cope  with  the  irKreased  demands  of  a  larger  population  and 
growing  business  sector.  Since  the  loan  guarantees  were  made  available  to  Israel,  there  has  been  a  substantial 
increase  in  imports  of  U.S.  capital  goods. 

Amidst  the  arrival  of  tens  of  thousands  of  refugees  on  regtilar  flights,  behind-the-scenes  rescue  operations 
in  war-torn  regions  of  Central  Europe,  the  Caucasus,  and  the  Muslim  repubUcs  continue.  These  airlifts  are  bringing 
refugees  to  Israel  almost  daily. 

In  the  last  three  months,  dozens  of  Jews  fleeing  the  war-torn  breakaway  republic  of  Chechnya  were  airlifted 
to  Israel  in  an  ongomg  rescue  operation  coordinated  by  Israel's  Jewish  Agency. 

As  the  full  scope  of  the  atrocities  in  the  former  Yugoslavia  unfolds,  Israeli  rescue  missions  in  strife-ridden 
Sarajevo  have  accelerated.  To  date,  more  than  1 ,200  Jewish  refiigees  from  Croatia  and  Bosnia  have  been  transported 
to  Israel  in  1 1  rescue  missions. 

It  was  revealed  last  October  that  3,800  Jews  had  left  Syria  since  1992,  when  President  Hafez  Assad  lifted 
travel  restrictions.  Approximately  1 JOO  of  them  went  to  live  in  Israel.  Only  an  estimated  230  Jews  have  chosen 
to  remain  in  Syria. 

Israel's  Ethiopian  community  has  more  than  doubled  to  51,000  following  the  heroic  airlift  (Operation 
Solomon)  of  14,000  Ethiopian  Jews  from  Addis  Ababa  in  May  1991.  Some  8,000  were  brought  in  after  the  rescue 
operation.  Only  a  few  hundred  remain,  most  in  extremely  remote  locations  accessible  only  by  foot.  The  arrival  of 
7,000-8,000  Falashmora  ~  Jews  who  converted  to  Christianity  -  is  expected  to  boost  m  the  near  fiiture  the  2.000 
already  in  Israel. 

As  the  economic  and  political  situation  in  the  former  Soviet  Union  deteriorates,  Israel  is  bracing  for  the 
possibiUty  of  new  waves  of  refugees.  Approximately  600,000  Jews  hold  applications  to  immigrate  to  Israel.  It  is 
estimated  that  over  1 .3  million  Jews  remain  in  the  former  Soviet  Union. 

Nationalist  groups  such  as  Pamyat  remain  active  and  have  grown  in  strength  as  instability  persists.  Anti- 
Semitic  pubbcations  are  increasing  in  quantity  and  virulence,  while  incidents  of  "street"  anti-Senutism  are 
consistently  reported  throughout  all  areas  of  the  former  Soviet  Union.  These  disturbing  developments  make  it 
imperative  that  Israel  be  able  to  successfully  absorb  Jews  who  wish  to  leave. 

Many  throughout  the  world  applied  pressure  on  what  was  then  the  Soviet  Union  to  allow  the  Jews  to 
emigrate  to  Israel.  The  United  States  played  the  leading  role  in  winning  freedom  for  the  oppressed  Soviet  Jews. 
We  must  not  squander  the  victory  of  Soviet  Jewish  emigration.  Helping  Israel  absorb  these  immigrants  will  realize 
America's  historic  commitment  to  alleviating  the  plight  of  refiigees,  while  promoting  the  U.S.  foreign-policy  interest 
in  a  strong  and  thriving  Israel  as  a  force  for  peace  and  stability. 

Utilization  of  U.S.  Loan  Guarantees: 

The  recent  implementation  of  the  loan  guarantees  is  also  helping  Israel  down  the  road  to  economic  self- 
sufficiency.  One  of  the  byproducts  of  the  influx  of  imnugralion  was  a  tremendous  increase  in  Israeli  imports  and 
a  corresponding  worsening  of  the  trade  deficit.  The  fimds  Israel  has  received  as  a  result  of  the  guarantees  arc 
allowing  Israel  to  lower  this  trade  deficit  while  continuing  foreign  trade.  Because  the  greatest  percentage  of  Israeli 
imports  comes  from  the  Umted  States,  the  guarantees  -  which  cost  the  American  taxpayer  nothing  -  are  permitting 
Israel  to  pump  money  into  American  business. 
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The  loan  guarantees  have  had  three  significant  effeas  on  Israel's  economy.  Initially,  in  1991,  when  it 
i^peared  the  United  States  would  not  provide  guarantees,  private  foreign  banks  virtually  froze  lending  levels  to  Israel. 
Upon  passage  of  the  guarantees,  the  pnvate  seaor  began  to  show  a  much  higher  level  of  interest  in  the  Israeh 
economy.  Today,  more  banks  are  lending  to  Israel  than  ever  before.  In  other  words,  private  investment  in  Israel 
is  a  direct  result  of  American  pubUc  trust  in  Israel.  In  addition  to  spumng  private  investment,  passage  of  the 
guarantees  sent  a  signal  to  other  Western  countries.  Following  America's  lead,  European  nations  began  to  sign  off 
on  their  own  immigrant  absorption  aid  packages. 

The  most  important  effect  of  the  guarantees,  however,  was  the  message  they  sent  to  Jews  in  the  former 
Soviet  Union.  While  the  loan  guarantees  were  stalled,  Israel's  ability  to  absorb  the  new  immigrants  economically  - 
-  providing  them  with  jobs  -  was  strained  This  caused  concern  among  potential  immigrants  and  led  to  a  temporary 
halt  of  immigration.  Since  the  passage  of  the  loan  guarantees,  immigrant  unemployment  in  Israel  has  been  cut  in 
half  and  immigration  has  mcreased  again. 

Because  Israel's  current  foreign  debt  situation  is  very  favorable,  the  government  should  have  little  trouble 
paying  back  its  loans.  Israeli  external  debt  is  30%  of  GDP,  down  from  nearly  80%  in  1985.  Even  with  an  estimated 
additional  $20  billion  in  foreign  debt  over  the  next  5  to  7  years,  Israel's  foreign  debt  will  still  be  served  easily  -- 
the  growth  of  exports  and  overall  increases  in  the  GDP  will  more  than  make  up  for  the  additional  aimual  foreign-debt 
payments.  The  U.S.  General  Accounting  OfTice  (GAO)  stated  in  a  report  released  in  February  1992:  "We  believe 
that  if  Congress  authorizes  the  $10  bilhon  in  loan  guarantees  requested  by  the  IsraeU  government,  the  Israeli 
government  will  Ukely  be  able  to  fiilly  service  its  external  debt  and  to  continue  its  past  record  of  payment."  Dr. 
Stanley  Fischer,  former  Chief  Economist  for  the  World  Bank,  stated  last  year  before  Congress:  "Israel  is  an  excellent 
credit  risk,  v«th  an  unblemished  record  of  servicing  its  debt  in  far  more  difficult  condiuons  than  it  is  likely  to  face 
in  the  future....  The  single  best  predictor  of  the  likelihood  that  a  country  will  default  is  whether  it  has  done  so 
before....  A  country  that  has  demonstrated  the  wilhngness  and  ability  to  implement  the  needed  measures  when  it 
experiences  balance  of  payments  problems  -  as  Israel  has  -  is  that  much  more  credible  as  a  good  credit  nsk." 

III.  CONCLUSION 

Mr.  Chairman,  the  deep,  broad-based  partnership  between  the  United  States  and  Israel  continues  to  flourish. 
The  democratic  elections  m  Israel,  which  led  to  the  peaceful  transfer  of  power  from  the  governing  party  to  its  most 
bitter  rival  -  an  occurrence  unknown  in  the  Arab  world  -  served  to  remind  us  of  the  extern  to  which  the  Israelis 
share  our  most  fimdamental  values.  A  new  era  is  dawning  that  holds  great  promise  for  both  countries,  and  bodes 
well  for  the  future  of  U.S.-Israel  relations.  For  the  first  time  in  over  four  decades,  there  is  real  promise  in  a 
negotiating  process  which  could  bring  an  end  to  the  state  of  war  that  has  existed  between  Israel  and  its  Arab 
neighbors.  The  United  States  was  instrumental  in  creating  the  process  and  will  be  instrumental  in  its  ultimate 
success.  As  Israel  takes  risks  inherent  in  any  such  negotiation,  it  is  imperative  that  the  United  States  remain  steadfast 
in  its  support  for  the  Jewish  state.  This  Subcommittee,  by  votmg  for  $3  bilhon  in  military  and  earmarked  econormc 
assistance  and  the  legislatively  mandated  terms  of  that  assistance  to  Israel  in  FY  1996,  will  be  helping  to  ensure  that 
steadfastness  and  strength  which  have  always  worked  to  the  benefit  of  both  countries  and  promise  to  work  even  more 
so  in  the  coming  years. 
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Mr.  Callahan.  Thank  you  very  much,  Mr.  Sher.  Let  me  tell  you 
that  your  friends  in  Congress,  including  friends  not  in  Congress 
from  my  district,  Mayer  Mitchell  amongst  them,  along  with  people 
like  Nita  Lowey  and  people  like  Howard  Berman  and  Ester  and 
Brad,  keep  us  fully  informed  of  what  you  were  about  to  tell  us.  But 
we  do  appreciate  your  statement. 

There  is  one  thing — we  want  to  be  as  brief  as  we  can — about  the 
Jordanian  debt.  We  have  had  some  discussion  here  on  Jordan  debt 
forgiveness,  and  we  want  to  do  everything  we  can  to  facilitate  the 
peace  process.  But  at  the  same  time,  I  just  wonder  what  the  ur- 
gency of  expediting  the  Jordan  debt  has  to  do  with  that  peace  proc- 
ess. 

We  met  with  the  Jordanians.  We  told  the  Jordanians  that  we 
would  forgive  their  debt  over  a  3-year  period.  Suddenly,  without 
the  Jordanians'  knowledge,  we  have  an  indication  coming  from  the 
White  House  that  it  is  crucial  that  we  expedite  this  process,  that 
we  do  it  all  this  year. 

I  wondered,  what  changed?  And  what  does  Israel  basically  feel, 
in  10  words  or  less? 

Mr.  Sher.  Well,  obviously,  we  can't  speak  for  the  administration. 

Mr.  Callahan.  Well,  I  sent  a  message  to  the  Prime  Minister  of 
Israel,  and  I  asked  him  if  it  was  so  important  that  he  thought  we 
might  be  able  to  reduce  this  $3  billion  request  that  you  have.  The 
Ambassador  from  Israel  to  the  United  States  is  supposed  to  have 
lunch  with  me  to  give  me  the  Prime  Minister's  answer,  but  I  think 
I  already  know  what  it  is. 

Mr.  Sher.  I  think  we  know  that  answer. 

Mr.  Callahan.  Ms.  Pelosi? 

Mr.  Wilson.  Excuse  me.  I  was  just  curious  about  the  answer  on 
the  Jordan  question. 

Mr.  Sher.  Again,  we  can't  speak  for  the  administration,  obvi- 
ously, but  we  believe  that  it  is  extremely  important  that  Jordan's 
debt  be  forgiven.  We  are  not  going — I  know  there  is  a  discussion 
now  as  to  which  vehicle  is  most  appropriate  and  the  timing  of  it. 
We  are  not,  you  know,  getting  in  the  middle  of  that.  That  is  some- 
thing which  will  be  worked  out,  obviously,  with  Congress.  But  we 
believe  that  showing  the  benefits  of  making  peace  is  critically  im- 
portant, and  Jordanian  debt  forgiveness  is  something  which  does, 
in  fact,  enhance  the  peace  process,  send  the  right  signal,  and  we 
think  it  is  important  that  it  be  done  as  soon  as  possible  given  all 
that  Jordan  has  done  to  advance  its  peace  with  Israel. 

Mr.  Callahan.  I  think  in  response  to  that — and  I  told  the  Sec- 
retary last  night,  there  is  no  doubt  that  the  Congress  is  going  to 
fulfill  its  commitment.  There  is  some  question  on  the  part  of  some 
of  us  in  Congress  as  to  why  our  administration,  without  the  re- 
quest of  the  Jordanians,  or  at  least  King  Hussein,  suddenly  said 
this  is  so  urgent  that  we  have  got  to  put  it  in  an  emergency  supple- 
mental bill.  It  is  just  a  question  we  had. 

Yes,  go  ahead. 

Mr.  Wilson.  Your  organization  shoulders  an  immense  load  in  the 
passing  of  foreign  aid  bills  and  has  for  the  24  years  I  have  been 
here.  You  would  think  that  the  Israel  portion  would  be  enough,  but 
I  perceive — and  I  might  be  wrong,  that  you  haven't  got  any  prob- 
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lem  at  all  with  the  $3  billion  and  with  the  other  things  that  come 
through  the  Defense  Subcommittee,  for  Israel. 

But  do  you  have  any  concern  if  there  is  a  significant  cut  in 
Egypt — while  there  is  steady  Israeli  aid?  Do  you  have  any  views  as 
to  what  that  would  do  to  the  general  peace  process? 

Mr.  Sher.  Well,  we  have  always  taken  the  position  and  still  take 
the  position  that  we  think  our  overall  foreign  aid  programs  should 
be  as  expansive  as  possible.  We  believe  that  it  is  a  good  invest- 
ment, representing  less  than  1  percent  of  the  budget,  and  so  much 
of  the  money  is  spent  back  in  the  United  States  enhancing  our 
economy,  creating  jobs,  and  the  like.  And  significant  cuts  in  foreign 
aid,  particularly  to  Camp  David 

Mr.  Wilson.  We  are  talking  about  Egypt  now. 

Mr.  Sher.  Yes,  that  could  be  problematic. 

Mr.  Wilson.  A  significant  problem? 

Mr.  Sher.  Down  the  road,  yes. 

Mr.  Wilson.  But  you  don't  see  it  as  something  that  would  be  de- 
structive at  this  time,  would  it? 

Mr.  Sher.  Well,  we  are  supportive  of  the  aid  to  Israel.  We  have 
been  supportive  of  fulfilling  the  Camp  David  Accords  and  the  whole 
Camp  David  process.  And  significant  cuts  to  Egypt  can  be  problem- 
atic, yes. 

Mr.  Wilson.  Thank  you. 

Ms.  Pelosi.  Mr.  Chairman,  I  don't  have  a  question,  but  I  did 
want  to  just  say  how  important  I  think  this  request  is  as  well.  I 
think  we  have  a  tremendous  investment  in  peace  in  the  Middle 
East,  and  we  have  to  protect  that  investment  at  this  particular 
fragile  time.  I  think,  obviously,  that  it  is  in  our  national  interest 
that  we  do  so. 

I  don't  know  whether  you  have  ever  been  to  the  Middle  East,  Mr. 
Chairman,  but  until  I  went  there,  I  really  didn't  realize  how  near 
all  of  these  places  were,  one  to  the  next,  how  close,  like  going  to 
Arlington  from  here  or  even  closer.  And  I  think  the  courage  dem- 
onstrated by  the  Prime  Minister  and  King  Hussein  and  other  par- 
ticipants in  the  initiatives  taken  by  Mr.  Arafat  even,  at  this  time 
it  is  very  important  for  us  not  to — this  has  to  remain  a  high  prior- 
ity. And  as  we  work  out  our  budget,  number  and  all  the  rest,  we 
must  recognize  that  this  time  is  a  particularly  bad  time  for  us  to 
try  to  save  a  dollar,  because  I  think  in  the  long  run  that  would  not 
represent  a  savings. 

The  message  has  to  be  clear  that  we  stand  behind  the  peace 
process,  and  so  I  am  pleased  with  Mr.  Sher's  work.  It  is  really 
wider  than  the  national  interest  on  the  record,  and  I  thank  him  for 
his  testimony  as  well  as  his  associates  for  their  effective  advocacy. 

Thank  you,  Mr.  Chairman. 

Mr.  Callahan.  Thank  you.  Thank  you,  Mr.  Sher. 

Mr.  Sher.  Thank  you. 
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Thursday,  March  30,  1995. 
UNITED  NATIONS  CHILDREN'S  FUND 

WITNESS 

DR.   RICHARD  JOLLY,  ACTING   EXECUTIVE   DIRECTOR,   UNITED   NA- 
TIONS CHILDREN'S  FUND  (UNICEF) 

Mr.  Callahan.  Dr.  Jolly,  the  acting  director  of  UNICEF,  good 
morning. 

Dr.  Jolly.  Good  morning,  Mr.  Chairman. 

Mr.  Callahan.  We  are  trying  to  adhere  very  strictly  to  this  5- 
minute  rule,  and  I  know  that  sometimes  we  don't.  But  we  are  30 
minutes  behind,  and  we  have  56  witnesses.  So  we  would  ask  that 
you  submit  your  full  statement  for  the  record. 

Dr.  Jolly.  I  will  be  glad,  Mr.  Chairman,  to  follow  that,  and  I  can 
be  even  a  bit  briefer  because  Congressman  Walsh  made  such  a 
strong  and  supportive  statement  a  few  minutes  ago. 

First,  I  would  like  to  thank  you  for  this  chance  to  brief  you  and 
your  colleagues  on  behalf  of  UNICEF,  the  United  Nations  Chil- 
dren's Fund.  Second,  I  would  like  to  say  thank  you  very  sincerely. 
This  committee  has  been  a  strong  and  consistent  supporter,  and  for 
the  past  3  fiscal  years,  despite  the  very  real  budgetary  constraints 
on  you,  you  have  maintained  the  U.S.  voluntary  contribution  to 
UNICEF  at  $100  million,  and  I  want  you  to  know  we  are  very 
grateful  for  that,  even  as  we  urge  you  to  sustain  it  for  reasons  I 
will  come  to. 

We  thank  you  also  for  this  disbursement  provision  which  you 
have  which  ensures  very  rapid  payment  of  the  contribution.  I  want 
you  to  know  from  the  point  of  view  of  the  management  of  UNICEF 
this  adds  to  our  efficiency  and  effectiveness.  We  can  use  the  re- 
sources. We  know  when  they  are  coming,  and  we  do. 

I  also  want  to  say  that  you  should  realize  we  don't  take  your  sup- 
port for  granted.  For  each  dollar  the  U.S.  contributes  to  UNICEF, 
other  countries  and  the  private  sector  contribute  seven.  You  con- 
tribute 13.5  percent.  But  yours  is  for  most  years  the  largest  con- 
tribution. At  this  moment  of  changeover  to  the  new  executive  direc- 
tor, this  strong  signal  of  sustained  U.S.  support  is  very  important 
to  us. 

Could  I  also  mention  that  of  the  $7,  about  a  quarter  comes  from 
ordinary  individuals,  greeting  cards,  you  know,  selling  ties — our 
latest.  Anyone  who  wants  to  contribute  through  these,  we  get  $2.50 
from  each  tie.  That  adds  up  to  $250  million  a  year,  a  quarter  of 
our  budget. 

Rotary,  I  see  is  here.  They  pledge  to  support  the  effort  of  immu- 
nizing all  the  world's  children  against  polio,  and  the  contribution 
they  raise  has  been  truly  supportive.  That  is  one  example,  with  the 
churches,  other  groups,  but  it  fits  together  in  a  coherent  whole. 

Let  me  now  move  very  briefly  to  the  issue  of  results,  and  we 
would  welcome  from  your  committee,  from  staff  members  and  oth- 
ers, asking  us,  "What  are  you  achieving?"  What  are  you  determined 
to  achieve?  We  have  goals  which  our  dear  late  executive  director, 
Jim  Grant,  helped  us  to  formulate.  They  were  formally  approved  at 
the  World  Summit  for  Children  in  1990.  And  they  provide  our 
guidelines  and  our  objectives  that  we  work  toward. 
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Each  year  we  present  a  report  on  where  are  we  getting  to  with 
the  goals  in  working  with  countries  to  achieve  the  goals.  So  we  are 
not  afraid  of  reporting  our  results.  We  think  it  is  vital  for  efficiency 
and  effectiveness  and  explaining  to  the  many  ordinary  individuals 
who  support  us  what  are  they  helping  to  achieve. 

Congressman  Walsh  referred  to  immunization  and  the  brilliant 
success  of  going  from  20  to  80  percent  of  the  world's  children  being 
covered  by  1990,  more  in  the  Third  World,  let  me  say,  than  in  the 
United  States,  and  even  in  my  own  country  at  that  time,  Britain. 

I  would  like  you  to  know,  though,  that  more  than  half  the  coun- 
tries that  achieved  80  percent  in  1990  have  sustained  it.  A  quarter 
have  increased  it.  A  quarter,  in  fact,  more  like  20  percent,  have 
slipped  back.  That  is  reality.  We  are  not  accepting  the  20  percent 
slip-back,  but  often  people  say  when  you  go  for  the  goal,  what  hap- 
pens the  year  afterwards?  That  is  what  has  happened. 

Our  goal  in  1995  is  to  work  for  all  countries  to  achieve  90  per- 
cent coverage  for  measles  and  95  percent  reduction  of  measles, 
which  is  one  of  the  big  killers. 

Let  me  just  mention,  without  going  into  any  of  the  details,  some 
of  the  other  goals  for  this  year,  1995.  We  are  working  to  iodize  all 
the  salt  of  the  world,  strictly  speaking,  95  percent.  Fifty-eight  coun- 
tries are  likely  to  achieve  that  goal.  We  think  32  more,  with  extra 
push  and  support,  could  do  that,  and  some  of  the  U.S.  contribution 
we  hope  will  help  towards  that. 

Iodine  deficiency  is  the  largest  single  cause  of  mental  deficiency 
in  the  world,  affecting  in  some  way  a  third  of  the  Third  World's 
population  and  seriously  affecting  about  36  million  people,  mostly 
children. 

We  are  working  for  eliminating  Vitamin  A  deficiency.  We  are 
working  to  eradicate  polio  from  the  face  of  this  Earth,  just  like 
smallpox  has  gone. 

So,  in  short,  the  dollars  you  provide  to  UNICEF  will  get  results. 
Children's  lives  will  be  saved.  Of  the  programs  under  your  jurisdic- 
tion, we  are  the  one  that  sets  goals,  measures  progress  towards 
those  goals,  publicly  reports  the  results,  and  I  am  pleased  to  say 
has  achieved  success. 

Jim  Grant  gave  us  these  goals,  and  I  want  to  assure  you  and  oth- 
ers we  will  be  following  his  legacy  with  commitment,  keeping  the 
focus,  which  we  know  matters  both  for  our  effectiveness  and  for  our 
support. 

Let  me  end  by  thanking  you  again  on  this  committee.  Jim  Grant 
often  emphasized  that  the  accomplishments  for  children  of  the  last 
decade  would  not  have  been  possible  without  the  help  of  U.S.  sup- 
port and  of  this  committee  in  particular. 

So,  in  closing,  I  thank  you,  and  I  salute  you  for  the  achievements 
which  you  have  helped  to  make  possible. 

[The  information  follows:] 
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STATEMENT  OF  DR.  RICHARD  JOLLY 

ACTING  EXECUTIVE  DIRECTOR  OF  UNICEF 

before  the 

SUBCOMMITTEE  ON  FOREIGN  OPERATIONS, 
EXPORT  FINANCING,  AND  RELATED  PROGRAMS 

March  30,  1995 

Mr.  Chairman  and  Members  of  the  Subcommittee,  I  am  pleased 
to  have  this  opportunity  to  brief  you  on  the  activities  of  the 
United  Nations  Children's  Fund  (UNICEF)  as  you  consider  the 
appropriations  under  your  jurisdiction  for  Fiscal  Year  1996. 

This  Subcommittee  has  been  a  consistent  supporter  and 
partner  of  UNICEF  in  our  mutual  endeavors  on  behalf  of  the 
world's  children.   For  each  of  the  past  three  fiscal  years, 
despite  tight  budgetary  constraints,  this  Subcommittee  has 
maintained  the  United  States  voluntary  contribution  to  UNICEF  at 
a  level  of  $100  million.   We  are  grateful  for  this  support  and  we 
would  respectfully  encourage  you  to  sustain  it  as  you  craft  the 
appropriations  for  Fiscal  1996. 

UNICEF  also  deeply  appreciates  the  disbursement  provision 
this  Subcommittee  has  included  in  the  Foreign  Operations 
Appropriations  bill  to  obligate  and  expend  75  percent  of  the  U.S. 
contribution  to  UNICEF  within  30  days  of  the  enactment  of  the 
legislation,  and  25  percent  within  30  days  from  the  start  of 
UNICEF's  fourth  quarter  of  operations.   This  provision 
facilitates  the  expeditious  planning  of  UNICEF's  budget  and  helps 
to  ensure  the  efficient  allocation  of  our  resources.   We  hope 
this  provision  will  be  continued  in  Fiscal  1996. 
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We  at  UNICEF  want  you  to  know  that  we  do  not  take  the  U.S. 
voluntary  contribution  for  granted.   It  is  a  critical  component 
of  our  funding  structure  and  one  that  we  know  is  carefully 
scrutinized  as  you  make  difficult  spending  decisions. 

We  welcome  your  examination  of  our  performance.   As  you  work 
to  construct  a  budget  from  a  "zero-base,"  we  are  confident  that 
UNICEF' s  record  is  worthy  of  the  continued  backing  of  the 
American  people  as  expressed  through  this  Subcommittee.   Let  me 
take  this  opportunity  to  assure  you  that  UNICEF  intends  to  carry 
forward  the  initiatives  of  our  late  Executive  Director  Jim  Grant. 
His  creative  vision,  which  has  enhanced  the  global  popularity  of 
UNICEF,  continues  both  to  inspire  and  to  guide  our  work. 

The  Administration  has  requested  a  contribution  to  UNICEF  of 
$103  million  in  Fiscal  1996.   In  addition,  over  50  of  your 
colleagues,  led  by  Congressman  James  Walsh  (R-NY)  of  your  full 
Appropriations  Committee,  have  cosponsored  H.R.  966,  the  James  P. 
Grant  World  Summit  for  Children  Implementation  Act.   This  bill, 
which  proposes  to  reorder  spending  priorities  for  children  and 
the  poor  within  the  foreign  assistance  budget  without  increasing 
the  overall  funding  level,  recommends  a  contribution  to  UNICEF  of 
$110  million  in  Fiscal  1996. 

While  mindful  of  the  budget  cuts  this  Subcommittee  is 
contemplating  within  the  International  Organizations  and  Programs 
Account,  UNICEF  would  apply  any  of  the  proposed  increases  above 
the  current  level  to  assist  those  countries  that  are  on  the  verge 
of  realizing  the  Mid-Decade  Goals  targeted  by  the  World  Summit 
for  Children  in  1990.   For  example,  with  an  accelerated  effort. 
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32  nations  could  join  the  58  nations  that  are  likely  to  achieve 
the  goal  of  95  percent  salt  iodization  by  the  end  of  1995. 
Another  35  countries  could  eliminate  vitamin  A  deficiency  this 
year  with  increased  funding  support. 

In  short,  the  dollars  you  provide  to  UNICEF  get  results: 
children's  lives  are  saved  and  the  quality  of  those  lives  is 
improved.   Of  the  programs  under  your  jurisdiction,  we  are  one 
that  sets  specific  goals,  measures  the  progress  toward  those 
goals,  publicly  reports  the  results:   and,  I  am  pleased  to  add, 
has  achieved  real  success  in  many  countries.   Through  the 
interventions  UNICEF  has  supported,  2.5  million  fewer  children 
will  die  in  1996  than  in  1990. 

UNICEF 's  assistance  helps  countries  to  help  themselves. 
Indeed,  the  progress  that  has  been  made  to  implement  the  World 
Summit's  objectives  has  been  realized  precisely  because  the 
developing  nations  themselves  have  used  the  resources  provided  to 
them  and  added  much  of  their  own  resources  to  achieve  these 
objectives.   As  you  consider  your  budgetary  priorities,  we  would 
urge  that  you  not  only  make  cuts,  but  reward  those  programs  that 
are  succeeding. 

Jim  Grant  emphasized  frequently  that  the  accomplishments  for 
children  of  the  last  decade  would  not  have  been  possible  without 
the  help  of  this  Subcommittee.  The  leadership  you  have  provided 
to  maintain  America's  commitment  to  the  developing  world  embodies 
the  noblest  aspirations  of  the  American  people.  But  your  work  is 
not  only  morally  commendable,  it  has  made  a  measurable  difference 
in  the  lives  of  vulnerable  children  everywhere. 
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In  closing,  I  salute  you  for  the  achievements  your  actions 
have  made  possible,  and  I  encourage  you  to  continue  your 
partnership  with  UNICEF  to  make  the  world  a  happier  and  healthier 
place  for  our  children. 
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Mr.  Callahan.  Thank  you,  Dr.  Jolly.  We  are  all  going  to  miss 
Mr.  Grant.  He  was  a  great  individual  and  made  great  contributions 
towards  a  great  cause. 

Ms.  Pelosl  Mr.  Chairman,  I  won't  prolong  this,  but  I  did  want 
to  join  you  in  saying  that  about  Mr.  Grant.  There  have  been  a  few 
personal  losses  over  there,  since  I  have  been  on  this  subcommittee, 
anyway,  with  Audrey  Hepburn  and  Mr.  Bruce  and  now  Mr.  Grant. 
And  I  can't  remember  being  more  inspired  than  at  the  ceremony 
memorial  at  the  Russell  Caucus  the  other  day,  last  week,  I  guess, 
by  now.  But  I  do  believe  that  this  is  important  in  our  national  in- 
terest and  a  reflection  of  our  national  values.  So  I  hope  that  we  can 
honor  Dr.  Jolly's  request,  again,  in  tribute  to  Mr.  Grant,  who  will 
be  sorely  missed. 

Thank  you,  Mr.  Chairman. 


Thursday,  March  30,  1995. 
COUNCIL  FOR  THE  NATIONAL  INTEREST 

WITNESSES 

EUGENE  BIRD,  PRESIDENT,  COUNCIL  FOR  THE  NATIONAL  INTEREST 
MS.  WILLIAMS 

Mr.  Callahan.  Mr.  Paul  Findley? 

Mr.  Bird.  Paul  sent  a  fax  this  morning  saying,  "Never  play  ten- 
nis with  your  doctor  if  you  are  going  to  make  an  appearance  on  the 
Hill."  He  had  a  slight  problem,  and  his  doctor  grounded  him.  So 
Ms.  Williams  and  myself  are  here  as  substitutes,  and  I  will  just 
cover  a  few  of  the  major  points,  and  then  you  will  have  a  chance 
at  us  here. 

I  think  you  know  Ms.  Williams  is  a  former  legislative  director  for 
Mervyn  Dymally.  We  would  have  had  either  Mervyn  or  Pete 
McCloskey  here,  but  they  are  on  the  west  coast  and  there  wasn't 
time  to  get  to  them. 

My  name  is  Eugene  Bird.  I  am  president  of  the  Council  for  the 
National  Interest,  have  been  president  for  the  last  2  years  during 
which  we  have  run  two  political  pilgrimages  out  to  the  Middle 
East,  visiting  all  of  the  places.  I  got  my  passport  lifted  because  I 
went  to  Beirut  last  year,  but  they  gave  it  back  to  me  because  there 
were  no  stamps  in  it. 

We  expect  to  run  another  political  pilgrimage  in  June.  These  pil- 
grimages are  designed  to  give  policymakers  back  here  a  chance  to 
have  testimony  from  ordinary  citizens,  and  that  is  one  of  the  great 
functions  of  the  Council  for  the  National  Interest.  We  are  the  little 
guy  on  the  block  looking  at  the  other  side  of  the  mountain  and 
some  of  the  testimony  that  has  been  given  here  today. 

Let  me  read  a  little  bit  from  what  Congressman  Findley  would 
have  said.  I  will  pretend  to  be  him: 

Thank  you  for  this  opportunity.  I  appear  today  as  chairman  of 
the  board  of  the  Council  for  the  National  Interest,  which  is  a  non- 
partisan, non-sectarian,  non-profit  national  organization  of  approxi- 
mately 7,000  members,  5  years  old,  who  seek  to  advance  Middle 
East  policies  that  serve  the  American  national  interest. 
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In  doing  so,  I  draw  on  18  years  as  a  member  of  the  Foreign  Af- 
fairs Committee,  and  since  my  involuntary  retirement  in  1983,  I 
have  spent  12  years  of  extensive  travel,  lecturing,  and  research  on 
the  Middle  East.  Since  leaving  Congress,  I  have  written  two  books. 
One  is  called  "They  Dare  to  Speak  Out."  The  other  is  "Deliberate 
Deceptions." 

This  has  sold  125,000  copies  and  is  still  selling.  He  wanted  you 
to  have  a  personally  inscribed  edition  of  those  two  books. 

My  purpose  in  testifying  today  is  to  recommend  strongly  that 
Congress  reduce  aid  to  Israel  by  one-third.  A  cut  of  this  magnitude 
could  serve  five  urgent  and  fundamental  U.S.  policy  interests. 

First  of  all,  the  reduction — a  full  $1  billion — would  be  a  major 
step  in  the  Congress'  important  quest  for  a  balance  budget. 

I  might  add  it  would  also  be  a  step  perhaps  to  make  up  some 
of  the  shortfall  in  some  of  the  other  wonderful  programs  we  have 
here  this  morning. 

Secondly,  a  one-third  cut  in  aid  would  be  a  powerful  notice  that 
Congress  expects  Israel,  at  long  last,  to  live  up  to  its  obligations 
under  international  law,  under  the  United  Nations  Charter,  under 
the  1993  Declaration  of  Principles,  and  live  up  to  the  spirit  as  well 
as  the  terms  of  specific  enactments  of  Congress  which  you  are  fa- 
miliar with,  including  the  fact  that  they  shouldn't  be  spending 
money  on  the  settlements  which  are  from  the  $10  billion  loan  guar- 
antee. 

A  defiant  Israel  keeps  building  and  supporting  settlements, 
confiscating  Arab  land,  holding  thousands  of  political  prisoners  in 
prison,  and  maintaining  closure  and  other  harsh  elements  of  the 
new,  what  we  call  Israel-style  apartheid.  And  that  is  not  my  term; 
it  is  the  term  of  a  lot  of  the  Israeli  journalists. 

Israel  is  long  overdue  under  the  agreement  co-signed  by  the  U.S. 
Secretary  of  State  only  18  months  ago  to  redeploy  its  forces  from 
the  occupied  territories  and  to  schedule  elections  in  those  terri- 
tories. 

While  talking  peace,  Israel  tightens  its  grip  on  what  is  now  3.7 
million  Palestinians,  the  latest  estimate  of  the  number  of  those  liv- 
ing under  Israeli  rule  in  the  occupied  territories.  That  is  800,000 
more  than  was  in  the  official  census  before  the  division,  before  the 
agreement  with  the  Palestinians. 

No  wonder  Palestinians  are  cynical,  restive,  and  at  times  violent. 
And  even  the  Israeli  public  is  taking  a  highly  cynical  attitude 
about  the  peace  process.  As  you  know,  well  over  50  percent  are  now 
doubtful  about  the  process,  and  we  expect  a  government  in  power 
next  year,  quite  possibly,  that  will  try  to  erode  the  peace  process 
completely. 

Third,  the  cut  in  aid  would  strengthen  the  U.S.  security  position 
in  the  Middle  East  and  actually  enhance  our  role  as  an  honest,  im- 
partial broker  in  the  peace  process. 

Fourth,  the  cut  in  aid  would  be  a  giant  step  toward  freeing  the 
U.S.  Government  from  complicity  in  Israel's  apartheid  policy  to- 
ward Palestinians,  a  policy  that  is  constantly  being  criticized  by 
human  rights  organizations. 

It  would  help  establish  the  U.S. -Israel  relationship  on  a  more 
normal,  conventional  basis,  enabling  the  United  States  to  apply  in 
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all  of  its  Middle  East  dealings  its  own  cherished  standards  of  equal 
justice  and  fairness. 

Finally,  the  cut  in  aid  would  serve  the  best  long-term  interests 
of  Israel  itself.  It  would  hasten  Israel's  turn  to  realistic,  peaceful 
reconciliation  with  Palestinians  and  other  nearby  Arab  populations, 
by  setting  clear  borders  and  repatriating  to  Israel  the  Jewish  set- 
tlers now  living  in  the  occupied  territories. 

I  would  like  to  divert  here  to  say  that  we  have  a  study  that  indi- 
cates that  as  of  Camp  David  there  were  13,000  settlers.  There  are 
now  200,000  across  that  1967  line,  including  East  Jerusalem. 

You  can  see  the  amount  of  money  we  have  given  to  Israel,  $80 
billion,  has  ended  up  in  occupying  more  and  more  Arab  land,  and 
that  occupation  continues.  Since  Oslo,  approximately  30,000  more 
settlers  have  been  moved  across  the  line. 

As  many  Israeli  citizens  have  publicly  recognized,  the  flow  of  un- 
conditional U.S.  aid  emboldens  Israeli  governments,  whether  they 
are  Labor  governments  or  Likud  or  National  Unity  governments,  to 
maintain  harsh,  uncompromising  policies  they  would  otherwise 
have  to  abandon. 

The  reduction  in  aid  would  transform  U.S.  assistance,  which  now 
actually  impedes  reconciliation,  into  a  worthy  instrument  for  a  just 
peace. 

Thank  you,  Mr.  Chairman.  I  would  like  you  to  have  a  further 
statement  by  Ms.  Williams. 

[The  information  follows:] 
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statement  on  March  30,  1995,  by  Paul  Findley,  Member  of 
Congress  1961-83  and  chairman,  board  of  directors.  Council 
for  the  National  Interest,  before  the  Foreign  Operations 
Subcommittee  of  the  Committee  on  Appropriations,  chaired  by 
U.S.  Rep.  Sonny  Callahan. 


CONGRESS  SHOULD  CUT  AID  TO  ISRAEL 
Mr.  Chairman,  as  one  who  wandered  in  the  minority 
wilderness  in  the  House  of  Representatives  for  22  years, 
I  want  you  to  know  how  pleased  I  am  to  address  at  long  last  a 
committee  chairman  who  is  a  Republican. 

Thank  you  for  this  opportunity.   I  appear  today  as 
chairman  of  the  board  of  the  Council  for  the  National 
Interest,  a  non-partisan,  non-sectarian,  nonprofit  national 
organization  of  approximately  7,000  members  who  seek  to 
advance  Middle  East  policies  that  serve  the  American  national 
interest. 

In  doing  so,  I  draw  on  18  years  as  a  Member  of  the 
Foreign  Affairs  Committee,  and,  since  my  involuntary 
retirement  in  1983,  12  years  of  extensive  travel,  lecturing, 
and  research  on  the  Middle  East.   Since  leaving  Congress,  I 
have  written  two  books.  They  are  They  Dare  to  Speak  Out: 
People  and  Institutions  Confront  Israel's  Lobby  and 
Deliberate  Deceptions:  Facing  the  Facts  About  the  U.S.- 
Israeli  Relationship.   With  my  compliments,  I  leave  copies  of 
both  books  for  the  use  of  the  committee. 

Because  of  time  limitations,  I  will  present  topics 
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rather  than  themes.   Everything  I  state  is  fully  documented 
from  original  sources.   I  welcome  the  opportunity  to 
elaborate  on  any  topic,  now  or  through  future  correspondence 
or  other  forms  of  discussion. 

My  purpose  in  testifying  today  is  to  recommend  strongly 
that  Congress  reduce  aid  to  Israel  by  one-third.   A  cut  of 
this  magnitude  would  well  serve  five  urgent  and  fundamental 
U.S.  policy  interests: 

1.   The  reduction — a  full  $1  billion — would  be  a  major 
step  in  Congress'  important  quest  for  a  balanced  budget. 

There  is  no  justification  for  exempting  aid  to  Israel 
from  budget  cuts.   For  years  the  U.S.  Treasury  has  been 
supplying  billions  of  dollars  of  unconditional  aid,  the 
equivalent  of  at  least  $1,000  a  year  for  each  Israeli  man, 
woman  and  child. 

Thanks  in  part  to  generous  U.S.  aid,  Israel's  per  capita 
income — averaging  $14,000  for  each  Jewish  citizen —  is  the 
16th  highest  in  the  world.   It  would  be  still  higher  if 
Israel  would  dismantle  its  inefficient,  socialist  economy. 
Isn't  it  curious  that  the  American  people,  who  believe  in  a 
private  enterprise  economy,  keep  propping  up  one  of  the 
world's  few  surviving  socialist  states? 

Israel's  security  position  is  stronger  today  than  ever 
before  in  history  and  would  be  still  stronger  if  its 
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government  would  make  peace  with  Palestinians  and  vacate  the 
Occupied  Territories. 

Israel  is  not  a  security  asset  to  the  United  States,  and 
never  has  been.   It  is  ridiculous  to  liken  Israel  to  an 
unsinkable  U.S.  aircraft  carrier.   As  the  Gulf  War 
demonstrated  clearly,  Israel  is  a  heavy  liability,  not  an 
asset. 

2 .   A  one-third  cut  in  aid  would  be  a  powerful  notice 
that  Congress  expects  Israel,  at  long  last,  to  live  up  to  its 
obligations  under  international  law,  the  United  Nations 
Charter,  the  1993  Declaration  of  Principles,  and  the  spirit 
as  well  as  the  terms  of  specific  enactments  of  Congress. 

The  Palestinians  authority  is  virtually  powerless. 
Israel  holds  all  the  cards.   It  calls  all  the  shots,  makes 
all  the  important  decisions.   But  this  gross  disparity  in 
negotiating  strength  exists  only  because  the  United  States 
government  backs  Israel  to  the  hilt  without  conditions  or 
restraint.   Israel  is  able  to  continue  to  violate 
international  law  with  impunity  simply  because  of  the 
enormous,  uncritical  support  from  the  United  States.   The  cut 
in  aid  would  give  Israel  a  strong  incentive  to  fulfill  its 
obligations  under  the  Declaration  of  Principles  and  to  stop 
the  construction  in  East  Jerusalem  and  other  Occupied 
Territories  of  illegal  settlements  and  the  stifling 
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infrastructiire  that  serves  them. 

A  defiant  Israel  keeps  building  and  supporting 
settlements,  confiscating  Arab  land,  holding  thousands  of 
political  prisoners  in  prison,  and  maintaining  closure  and 
other  harsh  elements  of  the  new  Israel-style  Apartheid. 
Israel  is  long  overdue  under  the  agreement  co-signed  by  the 
U.S.  Secretary  of  State  in  redeploying  its  forces  from  the 
Occupied  Territories  and  in  scheduling  elections  in  the 
Occupied  Territories. 

While  talking  peace,  Israel  tightens  its  grip  on  2.7 
million  vassals,  the  latest  estimate  of  the  number  of 
Palestinians  living  under  Israel  rule  in  the  Occupied 
Territories.   No  wonder  Palestinians  are  cynical,  restive  and 
at  times  violent.   And  even  the  Israeli  public  is  becoming 
highly  cynical  about  the  peace  process. 

3.   The  cut  in  aid  would  strengthen  the  U.S.  security 
position  in  the  Middle  East  and  enhance  ou.-  role  as  an 
honest,  impartial  broker  in  the  peace  prrcess.   It  would 
repair  some  of  the  damage  to  U.S.  relations  with  Arab  and 
Muslim  populations  caused  by  our  long,  unrelieved  bias  in 
favor  of  Israeli  interests. 

Because  of  its  unconditional  aid,  the  United  States  is 
seen  as  a  fully-supportive  accomplice  in  Israel's  repression 
of  Palestinian  human  rights.   This  is  a  fact  widely 
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recognized  worldwide,  but,  sadly,  largely  unnoticed  across 
the  American  countryside. 

4.   The  cut  in  aid  would  be  a  giant  step  toward  freeing 
the  U.S.  government  from  complicity  in  Israel's  apartheid 
policy  toward  Palestinians. 

It  would  help  establish  the  U.S. -Israel  relationship  on 
a  normal,  conventional  basis,  enabling  the  United  States  to 
apply  in  all  of  its  Middle  East  dealings  its  cherished 
standards  of  equal  justice  and  fairness. 

It  would  serve  as  a  long  overdue  punishment  for  Israel's 
avoidance  of  penalties  ordered  in  1992  when  Congress 
authorized  $10  billion  loan  guarantees.   In  the  law,  Congress 
expressed  its  strong  opposition  to  Israel's  policy  of 
expanding  Jewish  settlements.   It  stipulated  that  guarantees 
must  be  reduced  by  the  value  of  any  violations  of  this 
stipulation.   Because  of  clear  violations,  loan  guarantees 
were  cut  by  $437  million  in  1994  and  $216  million  in  1995, 
but  the  executive  branch  has  helped  Israel  thwart  the  will  of 
Congress  by  a  "make  up"  arrangement  that,  in  effect,  cancels 
much  if  not  all  of  the  settlement  penalties.   Under  it,  U.S. 
military  supplies  in  Europe  have  been  donated  to  Israel  and 
our  presidency  "forgave"  $95  million  in  penalties,  in  order, 
of  all  things,  to  facilitate  Israel's  redeployment  of 
military  forces  in  the  Occupied  Territories,  a  redeployment 
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that  hasn't  even  begun. 

With  White  House  connivance,  Israel  defied  the  clear 
will  of  Congress.   It  avoided  the  stipulated  dollar-for- 
dollar  penalty  for  huge,  continuing  settlement  construction 
since  the  Oslo  Agreement  was  signed.   The  fact  that  the 
executive  branch  helped  Israel  escape  any  real  punishment  by 
granting  alternative  aid  makes  the  offense  all  the  more 
alarming.   Who  says  crime  does  not  pay? 

5.   The  cut  in  aid  would  serve  the  best  longterm 
interests  of  Israel  itself.   It  would  hasten  Israel's  turn  to 
realistic,  peaceful  reconciliation  with  Palestinians  and 
other  nearby  Arab  populations,  by  setting  clear  borders  and 
repatriating  to  Israel  the  Jewish  settlers  now  living  in  the 
Occupied  Territories. 

As  many  Israeli  citizens  have  publicly  recognized,  the 
flow  of  unconditional  U.S.  aid  emboldens  Israeli  governments 
— whether  Labor,  Likud  or  National  Unity — to  maintain  harsh, 
uncompromising  policies  they  would  otherwise  abandon. 

The  reduction  would  transform  U.S.  aid,  which  now 
actually  impedes  reconciliation,  into  a  worthy  instrument  for 
a  just  peace.  -0- 


The  Council  for  the  National  Interest  has  offices  at  1511  K 
Street  NW,  Suite  1043,  Washington,  D.C.  20005.   Eugene  Bird, 
a  former  U.S.  Foreign  Service  Officer,  is  president. 
Telephone  202  628-6962.   FAX  628-6958. 
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Ms.  Williams.  Because  I  do  know  the  importance  of  time,  Mr. 
Chairman,  let  me  just  applaud  you  for  holding  this  hearing. 

Mr.  Callahan.  Your  time  is  up.  We  cannot  give  each  of  you  five 
minutes. 

Ms.  Williams.  I  thank  you  on  behalf  of  Mr.  Findley.  Had  he  been 
here,  I  would  have  agreed  with  his  statement.  Since  he  is  not,  I 
still  agree  with  it. 

Mr.  Callahan.  I  am  sure  you  would.  I  thank  you,  and  give  Mr. 
Findley  our  best.  Thank  you  very  much  for  coming. 


Thursday,  March  30,  1995. 
ROTARY  INTERNATIONAL 
WITNESS 
DR.  JOHN  L.  SEVER,  CHAIRMAN,  ROTARY  INTERNATIONAL 

Mr.  Callahan.  Good  morning.  Dr.  Sever. 

Dr.  Sever.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman  and  members  of  the  committee,  I  am  Dr.  John 
Sever  and  I  am  at  the  Children's  Hospital,  here  in  Washington,  in 
infectious  diseases.  And  I  want  to  thank  you  for  permitting  me  to 
appear  before  you  on  behalf  of  Rotary  International  concerning  the 
opportunity  to  eradicate  polio  by  the  year  2000. 

I  am  here  representing  a  broad  coalition  of  groups  including  Ro- 
tary International,  The  American  Academy  of  Pediatrics,  U.S.  Com- 
mittee for  UNICEF,  some  of  whom  you  heard  a  little  while  ago, 
and  The  Task  Force  For  Child  Survival  and  Development  in  At- 
lanta to  seek  your  support  for  this  effort  on  the  global  eradication 
of  polio. 

There  has  been  great  advance  made,  as  you  heard  just  a  little 
while  ago  from  the  two  previous  speakers,  on  increasing  immuniza- 
tion levels  and  on  reducing  the  amount  of  polio  worldwide.  But 
there  still  is  more  work  to  be  done  to  eradicate  polio,  itself,  al- 
though we  are  getting  very  close  to  the  goals  which  were  set  in 
1988  at  the  World  Health  Organization  and  to  which  the  United 
States  agreed  to  this  eradication  by  the  year  2000. 

As  you  have  heard,  we  have  made  advances  but  there  are  some 
countries  that  have  continued,  in  the  last  couple  of  years,  to  in- 
crease their  levels,  others  have  fallen  back  a  little  bit.  But,  I  think, 
in  general,  we  are  on  target. 

There  are  three  points  I  would  like  to  make  for  you.  First,  we 
have  a  vaccine  to  eradicate  polio.  We  have  had  it  since  the  late 
1950s  and  with  continued  use  of  this  vaccine  the  job  can  be  accom- 
plished. 

Secondly,  eradicating  polio  will  save  the  United  States  over  $230 
million  a  year  in  immunization  costs  because  once  the  disease  is 
eradicated  we  will  no  longer  have  to  immunize  our  children  for 
polio.  As  you  know,  we  no  longer  immunize  our  children  for  small- 
pox, because  that  disease  has  been  eradicated. 

And  third,  investing  in  polio  eradication  will  help  develop  the 
public  health  infrastructure  which  will  also  result  in  the  elimi- 
nation of  other  deadly  diseases.  You  may  remember  back  in  the 
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1950s,  and  as  late  as   1958  in  this  country  we  had  epidemics  of 
poHo  and  we  had  iron  lungs  and  we  had  rocking  bed  hospitals. 

We  had  people  with  braces,  children  with  braces  because  of  the 
terrible  disease  of  polio.  We  would  close  swimming  pools  in  the  fall. 
We  would  ask  people  not  to  congregate  in  large  groups  and  thou- 
sands of  people  were  affected  by  this  disease  and  there  was  great 
suffering,  deaths  and,  of  course,  great  disability  inflicted  upon 
those  people  who  survived. 

We  are  now  on  the  brink  of  this  historic  opportunity  and  it  is 
only  the  second  opportunity  that  has  happened  since  mankind.  The 
first  was  to  eradicate  smallpox,  and  that  was  eradicated  in  1977, 
and  now,  second  is  this  opportunity  to  eradicate  polio  worldwide. 

Now,  Rotary  International,  as  you  have  heard  previously,  has 
been  working  since  1985  with  other  major  agencies,  such  as 
UNICEF,  the  World  Health  Organization  and  others,  to  eradicate 
polio. 

It  has  been  one  of  the  largest  private  and  public  sector  efforts 
ever  organized  for  health.  We  have  raised  over  $240  million,  among 
Rotarians  and  others,  to  have  a  focused  effort  on  increased  immu- 
nizations and  the  eradication  of  polio. 

We  have  mobilized  tens  of  thousands  of  Rotarians  worldwide  to 
work  directly  on  this  effort  to  immunize  children.  I  have  been  in 
many  countries  throughout  the  world,  in  India,  Africa,  where  direct 
involvement  as  well  as  the  provision  of  vaccines  and  working  with 
national  governments  and  other  agencies  such  as  the  World  Health 
Organization,  Pan  American  World  Health  Organization  and 
UNICEF,  and  we  have  demonstrated  how  effective  it  can  be  to 
have  this  private/public  interface  in  focusing  on  a  key  project  such 
as  this. 

We  have  committed  our  own  funding  to  the  amount  of  $250  mil- 
lion and  we  have  provided,  to  date,  polio  vaccine  for  over  500  mil- 
lion children  throughout  the  world.  Ajid,  together  with  our  partners 
we  have  seen  this  great  success  with  the  increase  of  immunizations 
now  to  over  80  percent.  There  has  been  no  polio  in  this  hemisphere 
for  over  three  years,  so  this  hemisphere  is  now  polio-free. 

And  145  countries  last  year  had  no  reported  polio.  The  Pacific 
Rim  countries  are  very  close  to  the  eradication  of  polio  and  the 
numbers  of  cases  of  paralytic  polio  have  decreased  from  over  50,000 
in  1985  to  less  than  10,000  in  1993. 

The  People's  Republic  of  China,  just  this  last  year,  immunized, 
in  a  one  week  period,  84  million  children  in  a  mass  effort  toward 
full  eradication.  They  are  down  now  to  just  a  few  cases  of  polio  a 
year,  and  expect  to  have  no  cases  next  year. 

So  eradicating  polio  has  its  target  benefit.  There  will  also  be  the 
direct  savings  to  the  United  States  of  $230  million  since  we  will  not 
have  to  immunize  in  this  country  and  that  is  the  CDC  estimate  for 
the  cost  to  immunize  the  3.7  million  babies  that  we  have  each  year. 
We  have  to  continue  that  because  as  long  as  polio  is  just  anywhere 
in  the  world  we  have  to  continue  to  protect  our  population. 

So  that  cost  and  that  effort  must  be  maintained  until  the  eradi- 
cation is  worldwide.  There  are  more  resources,  though,  necessar>' 
to  complete  the  job  by  the  year  2000.  Many  countries,  already  are 
free,  but  the  WHO  and  the  CDC  says  it  will  take  about  another 
$100  million  a  year  for  the  five  years,  in  addition  to  what  revenues 
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are  provided  and  some  other  governments  are  providing  to  accom- 
plish this  eradication.  Primarily  to  provide  the  vaccine  for  these 
mass  efforts. 

If  the  United  States  focuses  on  this  effort  and  helps  focus  on  it 
for  the  next  year,  we  believe  the  job  can  be  done. 

In  conclusion  the  experience  with  targeted  eradication  efforts  has 
demonstrated  that  the  positive  effects  can  go  well  beyond  polio,  it- 
self. This  has  been  shown  in  the  Latin  American  experience,  where 
not  only  did  polio  become  eradicated  and  that  has  been  established 
now,  but  immunization  levels,  for  example,  for  measles  have  re- 
sulted in  the  99  percent  reduction  in  measles  in  Latin  America. 
That  just  followed  because  the  governments  were  interested  in  con- 
tinuing and  expanding  their  immunizations. 

And  the  Agency  for  International  Development,  UNICEF,  World 
Bank,  and  other  international  banks  contribute  currently  to  an 
international  immunization  programs  and  we  believe  that  targeting 
on  polio  will  be  particularly  effective,  since  we  will  be  able  to  elimi- 
nate this  and  no  longer  have  to  deal  with  that  as  an  immunization 
effort. 

If  there  is  a  delay,  then  thousands  of  people  will  continue  to  be 
crippled  and  immunizations  of  children  will  have  to  be  continued 
in  the  United  States  indefinitely.  Your  action  and  focusing  on  polio 
eradication  will  assist  us  in  providing  the  vaccine  necessary  to 
eradicate  the  disease  by  the  year  2000. 

I  hope  that  this  will  be  possible. 

[The  information  follows:] 
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Mr.  Chairman,  thank  you  for  this  opporiimity  to  testify  on  behalf  of  Rotary  International.  My  name 
is  John  Sever  and  I  serve  as  the  Chairman  of  Koiary  Polio  Plus  Task  Force 

Rotary  International  is  the  global  association  of  27,000  Rotary  clubs,  with  a  membership  of  1.2  million 
business  and  professional  leaders  in  \5\  countries.  We  are  the  world's  first  service  club,  established 
in  Chicago  in  1905.  In  the  United  States  today,  there  are  more  than  7,300  Rotary  clubs  with  420,000 
members.  All  of  our  clubs  work  to  promote  humanitarian  service,  high  ethical  standards  in  all 
vocations  and  international  understanding. 

We  are  here  today  representing  a  broad  coalition  of  child  health  advocates,  including  the  American 
Academy  of  Pediatrics,  the  Task  Force  for  Child  Survival  and  Development  and  the  U.S.  Committee 
for  UNICEF,  to  seek  your  support  for  the  Global  Program  to  Eradicate  Polio. 

The  progress  in  eradicating  polio  has  been  extraordinary.  However,  even  though  the  goal  is  within 
sight,  we  lack  the  resources  needed  to  fmisli  the  job.  The  case  to  invest  in  polio  eradication  is 
compelling: 

►  We  have  the  vaccine  lo  pi-event  polio  and  we  hit  «ifliln  reach  of  completely 
erncliciUing  the  diseiise  —  the  goal  is  achievable. 

►  ERADICATING  POLIO  WILL  .SAVE  THE  UNITED  STATES  $230  MILLION  A 
YEAR  IN  IMMUNIZATION  COSTS.  Once  eradication  is  achieved,  we  will  no 
longer  need  to  iiinnnnize  our  children  against  polio  ~  the  henefits  are  permanent. 

*■  Investing  in  polio  eradication  will  develop  a  public  health  inrrastrucltire  around  the 

world  that  will  help  us  to  fight  olhci'  deadly  diseases. 

Polio  Eradication  is  Achievable 

You  may  all  remember  those  days  in  the  summers  when  your  parents  would  not  let  you  go  to  the 
movies  or  the  public  swimming  pools.  Thousands  of  people  were  afflicted  by  this  crippling  disease. 
We  remember  the  braces,  the  agony  and  suffering,  the  iron  lungs,  the  death  and  the  productivity  lost 
due  to  polio. 

Humankind  is  on  the  brink  of  a  historic  opportunity.  Polio  is  the  second  major  disease  in  history  that 
is  close  to  eradication.  We  celebrated  the  eradication  of  smallpox  in  1977.  No  child  in  the  United 
States  or  in  the  world  will  ever  suffer  from  smallpox  again.  The  annual  global  savings  of  about  $1 
billion  per  year  in  smallpox  disease  and  control  costs  far  exceed  the  approximately  S300  million  that 
was  spent  over  10  years  to  eradicate  smallpox.  The  major  force  behind  the  successful  eradication  of 
smallpox  was  the  United  States  Government.  We  are  moving  in  on  the  eradication  of  polio  and  we  are 
seeking  your  increased  support  to  be  that  major  force  again. 

Rotary  International  has  been  working  since  198.^  to  help  eradicate  polio  from  the  world.  This  has 
been  one  of  the  largest  private/public  sector  initiatives  ever  organized.  We  have  committed  $300 
million,  the  largest  private  contribution  to  a  public  health  initiative,  through  our  PolioPlus  Campaign. 
More  importantly,  we  have  mobilized  tens  of  thousands  of  Rotarians  to  work  together  with  their 
national  ministries  of  health,  UNICEF,  the  World  Health  Organization  and  the  health  providers  at 
grassroots  levels  in  thousands  of  commimities.    We  have  demonstrated  how  effective  the  private 
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sector  can  be  in  a  public  licaltli  disease  rediiclion  inilintive.  Together  \»ilh  our  pnilners,  we  have 
achieved  some  remarkable  successes. 

There  has  not  been  a  case  of  endemic  polio  anywhere  in  the  Western  Hemisphere  for  the  last  three 
and  half  years.  The  reported  inniiber  of  cases  worldwide  has  decreased  from  over  50,000  cases  in 
1985  to  imder  10,000  cases  in  1993.  There  are  presently  145  countries  which  have  reported  no  polio 
in  the  last  year.  The  People's  Republic  of  China  and  34  other  countries  of  the  Far  East  expect  to 
report  no  polio  cases  by  1996.  Major  coordinated  efforts  are  underway  to  immunize  the  children 
under  five  years  of  age  through  National  Immunization  Days  to  ensure  that  the  transmission  of  this 
disease  can  be  interrupted  as  it  was  in  iho  Americas. 

Eradic'atin(;  Polio  uiii.  .SAN  E  tiii:  Umtf.o  STArF..s  $230  Million  Annually 

Even  though  there  has  not  been  a  case  of  endemic  Polio  in  the  United  States  since  1979,  we  cannot 
be  complacent.  Our  children  are  not  protected  from  polio  unless  the  entire  world  is  free  of  polio. 
If  we  succeed  in  eradicating  polio,  no  child  will  ever  have  to  be  imnumized  against  polio  ever  again. 
This  will  result  in  a  savings  in  the  United  States  alone  of  $230  million  annually,  which  can  be  used 
to  fight  other  disea.ses. 

bi  1988  and  in  1993,  the  member  nations  of  the  World  Health  Assembly,  including  the  United  States, 
affirmed  their  commitment  to  eradicating  polio  by  the  year  2000  and  to  achieving  certification  of 
eradication  by  the  year  2005.  But  even  with  the.se  great  intentions  and  with  the  tremendous  reduction 
of  polio  cases  being  made  in  many  countries,  there  is  still  concern  that  other  more  pressing  demands 
will  divert  attention  and  funding  from  this  program.  There  are  some  major  challenges  ahead, 
particularly  in  South  Asia  and  Africa. 


ERADtCATiN(;   Polio  Will  Hp.li'  Df.nf.loi'  tiii:  Infr-vstrlicturf   Needeo  to  Fi(;ht  other 

Dl.SEA.SE.S 

By  investing  in  polio  eradication,  we  will  be  helping  countries  develop  the  public  health  and  disease 
surveillance  systems  necessary  to  effectively  eradicate  polio.  The  benefits  of  strengthening  the  disease 
surveillance  system  are  broad-based.  Not  only  will  a  strong  surveillance  system  help  eradicate  polio, 
but  it  will  also  help  control  the  spread  of  other  infectious  diseases. 

The  experience  with  targeted  polio  eradication  efforts  has  demonstrated  that  the  positive  effects  go  well 
beyond  controlling  polio.  This  can  be  shown  in  the  experience  of  Latin  America.  Not  only  did  their 
targeted  polio  eradication  efforts  result  in  establishing  the  Americas  as  polio  free,  but  there  was  also 
a  significant  decline  in  the  number  of  ca.ses  of  measles.  By  focusing  first  on  polio  immunization, 
communities  are  introduced  to  the  importance  of  inimiinizations  and  the  result  is  that  other 
immunization  rates  go  up. 

Once  polio  is  eradicated,  tremendous  resources  will  be  freed  up  to  focus  on  other  diseases. 

Re,source.s  Needed  Tf)  Finish  the  .Ioi?  of  Polio  Eradication 

Rotary  International  is  committed  to  making  the  eradication  of  polio  our  highest  priority  until  the 
disease  is  certified  as  eradicated.   We  will  use  every  avenue  of  our  service,  our  financial  and  human 
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resources,  to  work  with  our  partners  to  help  eradicate  polio.  The  success  of  this  public/private 
initiative  has  demonstrated  how  effective  our  partnership  is.  Together,  we  are  confident  that  this 
disease  can  be  eradicated.    But  we  need  your  help. 

The  World  Health  Organization  estimates  that  the  current  shortage  of  funds  to  eradicate  polio  is  $100 
million  per  year  for  the  next  five  years.  The  United  States  must  take  the  leadership  role  and  provide 
the  downpayment  towards  eliminating  this  shortfall.  A  U.S.  commitment  will  likely  stimulate  other 
coimtries  such  as  Japan,  Norway,  Sweden,  Germany,  Switzerland  and  the  European  Union  to  increase 
their  support  as  well.    But  we  need  the  United  States  to  take  the  leadership  role. 

The  United  States  currently  supports  international  immunization  programs  through  UNICEF,  the 
World  Bank,  as  well  as  the  Agency  for  International  Development.  We  believe  that  targeted  polio 
eradication  efforts  will  achieve  the  goal  of  a  polio-free  world  and  a  foundation  for  immunizing  and 
controlling  other  diseases. 

Two  years  ago,  there  were  68  cases  of  polio  in  the  Netherlands  in  an  unimmunized  religious  sect. 
The  virus  was  tracked  to  Canada  where  fortunately,  due  to  the  very  high  immunization  levels  there, 
the  virus  died  before  it  spread  furtlier.  But  it  could  have  come  into  the  United  States  where  we  still 
have  pockets  of  unimmunized  children.  Our  children  will  not  be  safe  from  polio  anywhere  until  polio 
has  been  eradicated  everywhere.  And  eradication  is  the  most  powerful  cost  saving  device,  because 
its  benefits  will  accrue  forever.    This  will  be  our  gift  to  the  future  children  of  the  world. 

Thank  you  for  your  consideration  of  our  request.  I  would  be  pleased  to  answer  any  questions  at  this 
time. 
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Global  Immunization  Coverage  with  OPV3 
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Figxire  5:  Reported  Incidence  of  Indigenous  Poliomyelitis,  1988 


Figure  6:  Reported  Incidence  of  Indigenous  Poliomyelitis,  1993 
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Mr.  Callahan.  Thank  you,  Dr.  Sever,  we  applaud  you,  as  well 
as  Rotary  International  for  your  efforts.  It  is  nice  to  have  a  pro- 
gram, in  fact,  wonderful  to  have  a  program  that  we  can  actually 
see  a  light  at  the  end  of  the  tunnel  and  worldwide  eradication  is 
within  our  grasp.  I  see  no  reason  why  this  committee  is  not  going 
to  do  everything  we  can  do  to  help  you  achieve  that  immediate 
goal. 

Dr.  Sever.  Thank  you,  sir. 

Mr.  Callahan.  Thank  you. 


Thursday,  March  30,  1995. 
AMERICAN  ASSOCIATION  FOR  WORLD  HEALTH 

WITNESS 

RICHARD  WITTENBERG,  PRESIDENT  AND  CHIEF  EXECUTIVE  OFFICER, 
AMERICAN  ASSOCIATION  FOR  WORU)  HEALTH 

Mr.  Callahan.  Mr.  Wittenberg,  good  morning. 

Mr.  Wittenberg.  Good  morning,  Mr.  Chairman. 

Mr.  Callahan.  Mr.  Wittenberg  is  the  President  and  CEO  of  the 
American  Association  for  World  Health.  Good  to  see  you.  I  guess 
you  have  heard  our  five-minute  story. 

Mr.  Wittenberg.  Right. 

Mr.  Chairman,  I  want  to  thank  the  members  of  this  subcommit- 
tee for  the  support  that  you  have  shown  in  the  past  for  inter- 
national health  and  child  survival  activities,  including  those  funded 
through  the  World  Health  Organization  and  the  Pan  American 
Health  Organization. 

Millions  of  lives,  especially  children's  lives  have  been  saved  as  a 
result  of  these  activities.  Diseases  do  not  respect  national  bound- 
aries and  effective  control  must  involve  international  surveillance 
and  cooperation. 

Public  health  protection  and  promotion  is  a  core  requirement  for 
a  development  strategy  that  encourages  individuals  and  societies  to 
become  more  productive  and  less  dependent  on  outside  support. 

The  World  Health  Organization  and  the  Pan  American  Health 
Organization  coordinate  the  process  of  bringing  together  top  sci- 
entific and  medical  expertise  to  advise  governments  and  other  orga- 
nizations on  the  most  current  knowledge  in  international  and  vol- 
untary committees  and  boards  to  maintain  and  improve  public 
health  effectively  and  safely. 

The  groups  I  represent,  Mr.  Chairman,  are  aware  of  and  sympa- 
thetic to  the  serious  budgetary  constraints  facing  our  government. 
At  the  same  time,  we  believe  that  critical  health  emergencies,  as 
well  as  opportunities  for  progress  in  some  areas  demand  continued 
U.S.  attention  and  involvement.  Neglect  of  basic  international  pub- 
lic health  infrastructure  quickly  comes  back  to  haunt  the  U.S. 
budget  in  the  form  of  soaring  costs  for  containment  and  treatment 
of  conditions  that  could  be  handled  much  more  cheaply  and  effec- 
tively through  consistent  international  prevention  and  control. 

Millions  of  lives,  especially  of  children  dying  from  easily  prevent- 
able causes  are  also  at  stake.  More  than  10  years,  both  the  World 
Health  Organization  and  the  Pan  American  Health  Organization 
have  been  operating  with  the  strict  zero  real  growth  budget  re- 
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straints  on  their  regular  budgets  which  are  paid  for  by  assessments 
on  member  nations. 

During  this  same  period,  AIDS  has  spread  rapidly  throughout 
the  world,  cholera  has  become  resurgent  in  the  Western  Hemi- 
sphere, and  tuberculosis  has  emerged  again  as  a  major  health 
threat. 

Effective  public/private  cooperation  has  brought  the  world  close 
to  global  eradication,  as  you  heard  so  eloquently  from  Dr.  Sever  on 
their  success  story  of  polio  eradication  in  the  Americas  and  in  the 
goal  of  a  world  without  polio. 

And  now,  new  low-cost  technologies  like  vaccines  and  oral 
rehydration  therapy  can  save  the  lives  of  millions  of  children  from 
a  host  of  health  threats.  Because  of  the  World  Health  Organization 
and  the  Pan  American  Health  Organization  have  maintained  a  no- 
growth  regular  budget  for  their  core  activities,  the  degree  of  re- 
sponse to  these  new  challenges  and  opportunities  in  recent  years 
is  dependent  on  voluntary  extra-budgetary  contributions  from  the 
United  States  and  other  donor  nations  and  organizations. 

I  will  briefly,  Mr.  Chairman,  mention  a  few  of  these  programs 
now.  More  information  has  been  submitted  and  it  is  in  my  written 
statement  for  the  record.  There  are  three  programs  that  provide 
the  basis  for  child  survival  activities.  The  expanded  program  on  im- 
munizations, diarrheal  disease  control,  and  control  of  acute  res- 
piratory infections.  The  World  Health  Organization  developed  these 
interventions  used  by  everyone  working  in  child  survival  programs 
today. 

These  programs  promote  extremely  cost-effective  interventions 
reducing  death  and  the  need  for  lengthy,  expensive,  curative,  and 
rehabilitative  care,  and  merit  continued  funding. 

I  want  to  also  mention  two  other  programs  that  contribute  to 
child  survival.  The  Childrens'  Vaccine  Initiative  which  helps  in  ac- 
celerating development  and  application  of  new  and  improved  vac- 
cines. And  the  Regional  System  for  Vaccine  Development,  which  is 
a  pioneering  initiative  of  the  Pan  American  Health  Organization 
supported  by  the  Childrens'  Vaccine  Initiative. 

The  special  program  for  Research  and  Training  in  Tropical  Dis- 
eases referred  to  in  short  as  TDR.  This  program  was  established 
to  develop  new  methods  of  preventing,  diagnosing  and  treating  se- 
lected tropical  diseases.  TDR  represents  an  excellent  for  the  U.S. 
as  TDR  actually  spends  about  $5  million  annually  to  finance  re- 
search at  U.S.  institutions,  including  a  number  of  agencies  of  the 
U.S.  government. 

The  global  program  on  AIDS,  the  World  Health  Organization 
global  program  on  AIDS  provides  international  leadership  and  co- 
ordination in  directing  the  global  response  to  the  HIV  pandemic. 
While  GPA  continues  to  pursue  these  activities  through  the  re- 
mainder of  1995,  a  new  joint  United  Nations  program  on  AIDS  is 
being  established.  The  joint  program  brings  together  six  organiza- 
tions, UNDP,  UNESCO,  UNFPA,  UNICEF,  WHO  and  the  World 
Bank  with  one  joint  program  rather  than  several  individual  pro- 
grams there  should  be  greater  efficiency  and  more  impact  for  ap- 
proximately the  same  amount  of  funds. 

The  United  States'  contribution  to  WHO,  UNDP  and  UNICEF  in 
fiscal  year  1994  for  global  levels  of  HIV-AIDS  activities  amounted 
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to  $31  million  and  a  similar  amount  is  expected  for  fiscal  year 
1995.  We  hope  that  this  level  of  U.S.  funding  will  be  continued  in 
fiscal  year  1996. 

Mr.  Chairman,  members  of  the  committee,  in  many  areas  of 
human  activity,  the  United  States  sets  the  tone  for  what  happens 
in  other  countries.  Extra-budgetary  support  is  absolutely  essential 
for  WHO  and  PAHO  programs  to  realize  the  promise  of  the  child 
survival  strategy  to  combat  AIDS  and  to  control  tuberculosis,  to 
deal  with  humanitarian  needs,  and  to  address  the  whole  range  of 
programs  which  are  in  the  jurisdiction  of  this  subcommittee. 

Mr.  Chairman,  when  our  country  invests  in  world  health  we  are 
investing  in  a  better  future  for  all  of  us  ever3rwhere.  I  thank  you 
very  much. 

Mr.  Callahan.  Thank  you,  sir,  and  we  appreciate  your  testi- 
mony. Your  entire  testimony  will  be  placed  into  the  record. 

[The  information  follows:] 
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INTRODUCTION 

Mr.  Chairman,  thank  you  for  providing  the  opportunity  to  appear  before  you  in  support 
of  funding  for  the  extrabudgetary  programs  of  the  World  Health  Organization  (WHO)  and  the  Pan 
American  Health  Organization  (PAHO). 

The  testimony  I  am  presenting  represents  the  views  of  the  Alliance  for  Child  Survival,  the 
American  Association  for  World  Health,  the  American  Public  Health  Association,  the  Educational 
Commission  for  Foreign  Medical  Graduates,  the  National  Council  for  International  Health,  the 
National  Education  Association,  the  Association  of  Schools  of  Public  Health,  the  United  Nations 
Association,  and  a  number  of  other  major  organizations  concerned  with  global  health  issues. 

I  want  to  thank  the  members  of  this  Subcommittee  for  the  support  you  have  shown  in  the 
past  for  international  health  and  child  survival  activities,  including  those  funded  through  WHO 
and  PAHO.  Millions  of  lives,  especially  children's  lives,  have  been  saved  as  a  result  of  these 
activities.  Diseases  do  not  respect  national  boundaries,  and  effective  control  must  involve 
international  surveillance  and  cooperation.  It  is  no  accident  that  the  United  States  was  actively 
involved  in  founding  the  first  international  organization  for  health  almost  one  hundred  years  ago 
to  control  the  international  spread  of  yellow  fever  and  other  deadly  epidemics  in  the  Americas. 
That  organization,  now  called  the  Pan  .American  Health  Organization  (PAHO),  continues  to  serve 
as  one  of  the  six  regional  offices  of  the  global  World  Health  Organization  (WHO)  which  was 
established  as  a  worldwide  intergovernmental  health  organization  after  World  War  II.  Both  WHO 
and  PAHO  provide  important  protection  for  U.S.  citizens  as  well  as  for  international  commerce 
generally. 

Public  health  protection  and  promotion  is  a  core  requirement  for  a  development  strategy 
that  encourages  individuals  and  societies  to  become  more  productive  and  less  dependent  on  outside 
support.  Health  can  only  be  addressed  cost-effectively  through  a  long-term,  broad  approach  with 
ongoing  community  involvement.  Basic  health  requires  a  combination  of  education,  clean  water, 
sanitation,  and  nutrition  as  well  as  medical  primary  health  care  interventions.  WHO  and  PAHO 
coordinate  the  process  of  bringing  togeher  top  scientific  and  medical  expertise  to  advise 
governments  and  other  organizations  on  the  most  current  knowledge  that  is  in  international 
volunteer  committees  and  boards  to  maintain  and  improve  public  health  effectively  and  safely. 
The  extrabudgetary  programs  funded  through  this  Subcommittee  are  a  significant  part  of  that 
effort. 

The  groups  I  represent  are  aware  of  and  sympathetic  to  the  serious  budgetary  constraints 
facing  our  government.  At  the  same  time  we  believe  that  critical  health  emergencies,  as  well  as 
opportunities  for  progress  in  some  areas,  demand  continued  U.S.  attention  and  involvement. 
Neglect  of  basic  international  public  health  infrastructure  quickly  comes  back  to  haunt  the  U.S. 
budget  in  the  form  of  soaring  costs  for  containment  and  treatment  of  conditions  that  can  be 
handled  much  more  cheaply  and  effectively  through  consistent  international  prevention  and 
control.  Millions  of  lives,  especially  of  children  dying  of  easily  preventable  causes,  are  also  at 
stake. 
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For  more  than  10  years,  both  WHO  and  PAHO  have  been  operating  with  strict  zero-real- 
growth  budget  restraint  on  their  regular  budgets  which  are  paid  for  by  assessments  on  member 
nations.  During  this  same  period,  AIDS  has  spread  rapidly  throughout  the  world;  cholera  has 
become  resurgent  in  the  Western  Hemisphere;  and  tuberculosis  has  emerged  again  as  a  major 
health  threat.  Effective  public-private  cooperation  has  brought  the  world  close  to  the  global 
eradication  of  polio,  and  new  low-cost  technologies  like  vaccines  and  oral  rehydration  therapy  can 
save  the  lives  of  millions  of  children  from  a  host  of  health  threats.  Because  both  WHO  and 
PAHO  have  maintained  no-growth  regular  budgets  for  their  core  activities,  the  degree  of  response 
to  these  new  challenges  and  opportunities  in  recent  years  has  depended  on  voluntary, 
extrabudgetary  contributions  from  the  United  States  and  other  donor  nations  and  organizations. 

Many  WHO  and  PAHO  programs  that  have  been  of  specific  interest  to  this  Subcommittee 
are  primarily  funded  through  these  extrabudgetary  resources.  The  United  States  has  provided 
most  of  its  contributions  through  the  Agency  for  International  Development  (AID).  In  FY94  and 
FY95,  WHO  and  PAHO  programs  receiving  such  support  include: 

-  the  Expanded  Program  on  Immunization  (EPI)  and 

the  Children's  Vaccine  Initiative  (CVI) 

-  Control  of  Diarrheal  Diseases  (CDD)  and  Acute  Respiratory  Infections  (ARI) 

-  the  Special  Program  for  Research  and  Training  in  Tropical  Diseases  (TDR) 

-  the  Onchocerciasis  (river  blindness)  Control  Program  (OCP) 

-  the  Global  Program  on  AIDS  (GPA) 

-  the  Tuberculosis  Program  (TUB),  and  others. 

In  addition,  PAHO  has  played  an  important  role  for  the  international  community  in 
coordinating  humanitarian  assistance  in  Haiti  recently. 

AID  funds  these  WHO  and  PAHO  programs  because  they  are  cost-effective  complements 
to  the  U.S.  Government's  bilateral  health  programs  and  provide  other  benefits  to  the  United 
States.  They  often  involve  collaborative  activities  in  the  field,  and  WHO's  woridwide  programs 
also  cover  geographical  or  technical  areas  not  covered  by  AID.  Much  of  the  leading  scientific 
research  in  international  health  is  done  in  U.S.  laboratories.  Global  eradication  of  contagious 
diseases  can  save  millions  of  dollars  in  U.S.  domestic  expenditures  for  ongoing  vaccination 
efforts.  U.S.  interests  coincide  with  global  public  health  interests  and  with  WHO's  and  PAHO's 
broader  mandates,  respectively  global  and  regional,  to  shape  common  health  policies,  to  facilitate 
international  collaboration,  to  strengthen  individual  government  health  efforts  through  financial 
and  technical  support,  and  to  support  international  research.  The  total  amount  of  the  U.S. 
Government's  extrabudgetary  support  to  WHO  and  PAHO  through  AID  in  FY94  was  $46.6 
million,  of  which  $28.5  million  was  for  the  Global  Program  on  AIDS.  AID  plans  to  continue 
funding  the  same  set  of  WHO  and  PAHO  programs  in  FY95  though  the  amounts  are  not  yet  final. 
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The  rest  of  this  testimony  will  provide  additional  details  about  some  of  these  ongoing 
activities  in  the  areas  of  child  survival,  infectious  disease  research  and  control,  and  special 
regional  initiatives,  which  have  been  areas  of  special  interest  to  the  Subcommittee. 

EXPANDED  PROGRAM  ON  IMMUNIZATION  (EPI) 

Every  minute,  day  and  night,  almost  3  children  are  still  dying  in  the  developing  countries 
because  they  did  not  receive  their  immunizations. 

The  special  priority  targets  of  the  WHO  Expanded  Program  on  Immunization  (EPI)  are 
to  reduce  cases  and  deaths  from  measles  dramatically,  eliminate  all  deaths  due  to  newborn  tetanus, 
and  to  eradicate  poliomyelitis  throughout  the  world. 

Since  its  beginnings  in  the  1970s,  EPI  has  helped  raise  the  immunization  rate  in  developing 
countries  from  5%  to  some  80%  and  tetanus  toxoid  coverage  from  5%  to  45%.  Nearly  all 
countries  of  the  world  now  provide  immunization  services  against  diphtheria,  whooping  cough, 
tetanus,  tuberculosis,  measles  and  polio;  68  countries  are  also  providing  hepatitis  B  immunization 
and  15  countries  yellow  fever  immunization.  The  WHO  program  has  had  an  unparalleled  record 
of  working  with  other  organizations  to  achieve  these  gains:  the  Ministries  of  Health,  UNICEF, 
private  organizations  such  as  Rotary  International,  and  many  others. 

The  estimated  6.8  million  annual  deaths  from  vaccine-preventable  diseases  that  would  have 
occurred  without  these  efforts  has  now  been  reduced  to  about  2  million.  Better  immunization 
coverage  is  already  preventing  more  than  5  childhood  deaths  each  passing  minute. 

Investing  in  immunization  services  over  the  years  has  resulted  in  the  creation  of 
infrastructure  in  the  developing  countries:  management,  supervision,  transport,  supplies  and 
equipment  maintenance,  that  delivers  immunization  services  to  over  100  million  children,  women 
and  men  each  year.  This  infrastructure  will  be  ready  for  new  vaccines  against  HIV/AIDS, 
malaria,  diarrheal  diseases  and  other  killing  and  disabling  diseases,  whenever  they  become 
available. 

The  lessons  learned  in  the  developing  countries  from  successful  immunization  programs 
are  increasingly  being  applied  fruitfully  in  the  industrialized  countries,  particularly  in  inner  cities 
and  for  management  of  vaccine  supplies. 

EPI  has  led  to  dramatic  reductions  in  death  and  disease  from  polio,  measles  and  tetanus: 

°  poliomyelitis  has  been  eradicated  from  the  Americas  since  the  last  case  recorded 

in  Peru  in  September  1991  --  the  model  for  eradicating  polio  in  the  Western 
Hemisphere,  developed  by  PAHO,  is  being  used  globally  to  eradicate  poliomyelitis 
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°  the  reported  global  incidence  of  paralysis  from  poliomyelitis  has  been  reduced  to 

fewer  than  10  thousand  cases  per  year 

°  polio  free  zones  are  emerging  in  the  Western  Pacific,  Southern  Africa  and 

countries  of  the  Middle  East  and  North  Africa 

"  26  countries  of  Europe  are  already  free  from  polio 

"  some  1.5  million  deaths  from  measles  are  being  prevented  each  year;  2  deaths  are 

prevented  each  minute 

°  measles  immunization  also  breaks  the  cycle  of  malniitrition  and  infection  that  so 

often  ends  in  death  of  children  in  developing  countries 

"  in  the  Region  of  the  Americas  the  countries  are  vigorously  attacking  measles  under 

PAHO's  technical  leadership,  resulting  in  a  99%  reduction  in  incidence  between 
1984  and  1994 

°  563,000  deaths  from  newborn  tetanus  are  being  prevented  each  year 

°  some  61  million  women  in  the  developing  world  are  being  protected  each  year 

from  tetanus. 

This  dramatic  success  is  dependent  on  steady  ongoing  efforts,  day  in  and  day  out,  to  reach 
each  newborn  child  and  each  pregnant  woman  with  the  appropriate  vaccines.  Without  continued 
political  and  financial  support,  immunization  successes  are  in  danger  of  slipping  away: 

°  immimization  rates  in  the  developing  countries  declined  in  1992  for  the  first  time 

in  15  years 

°  the  estimated  incidence  of  measles,  one  of  the  most  lethal  communicable  diseases, 

has  increased  from  42  million  to  46  million  cases  per  year 

°  resurgence  of  disease  in  the  developing  world  threatens  the  industrialized  world. 

War  zones  and  newly-established  coimtries  continue  to  have  high  disease  rates. 
Afghanistan,  Angola,  Ethiopia,  Bosnia-Herzegovina,  Cambodia,  Iraq,  Nagorno-Karabakh, 
Mozambique,  Somalia,  Tajikstan  and  many  other  areas  are  suffering  from  war  or  the  results  of 
war,  and  immunization  services  are  struggling  to  regain  what  is  being  destroyed  during  the 
conflicts. 

The  emergence  of  new  states  in  Europe  has  given  new  challenges  to  the  management  of 
immunization  programs.     Diseases  that  were  previously  controlled,  such  as  diphtheria,  are 
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spreading  from  East  to  West.   More  than  45,000  cases  of  diphtheria  were  reported  in  the  Former 
Soviet  Union  in  1994,  the  longest  outbreak  of  this  disease  since  World  War  II. 

Without  substantially  increased  funding  from  all  sources  there  is  a  serious  risk  that  the 
goals  of  EPI  will  not  be  achieved.  WHO  programs  need  a  relatively  small  increase,  but  spending 
on  immunization  programs  in  general  must  increase  significantly. 

With  increased  funding,  what  could  be  achieved  in  the  next  ten  years? 

°  sustained  immunization  programs  in  the  developing  countries  that  can  function  with 

only  the  smallest  outside  support 

°  nine  out  of  ten  children  receiving  all  their  immunizations  by  the  year  2000 

°  95%  reduction  in  measles  deaths  by  1995 

"  elimination  of  newborn  tetanus  by  1995 

°  eradication  of  the  poliomyelitis  virus  by  the  year  2000 

°  80%  reduction  in  hepatitis  B  carrier  rates 

"  all  vaccine  in  use  to  be  of  high  quality  and  low  cost 

"  new    vaccine   against   diseases   that   could    not   previously   be   prevented   by 

immunization  added  to  routine  services,  including  possibly  malaria,  haemophilus 
influenza  B  and  cholera 

°  new  combinations  of  vaccines,  for  example,  diphtheria,  tetanus,  whooping  cough, 

hepatitis  B  and  others,  will  simplify  immunization  services  in  the  developing  and 
industrialized  countries  alike. 

What  does  it  all  cost?  An  estimated  $2.5  billion  U.S.  dollars  is  spent  on  immunization 
services  worldwide.  At  least  two-thirds  of  this  sum  is  paid  by  the  governments  of  developing 
countries.  A  Worid  Bank  study  has  shown  that  immunization  is  one  of  the  most  cost-effective 
health  interventions  possible.  In  a  developing  country,  a  mother  and  child  can  be  protected  for 
life  against  six  diseases  for  an  estimated  $15. 

The  estimated  domestic  savinj^x  to  the  U.S.  alone  from  worldwide  polio  eradication  are 
estimated  to  be  more  than  $200  million  per  year,  every  year,  once  polio  vaccination  can  cease; 
at  least  $50  million  of  this  annual  cost  is  borne  by  the  federal  government.  All  other  countries 
will  have  proportional  savings.  The  savings  in  treatment  and  rehabilitation  for  paralyzed  children 
is  in  addition  to  this  figure. 
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The  worldwide  savings  in  treatment  costs  for  other  vaccine  preventable  diseases  are 
staggering.  The  savings  in  suffering  for  the  children,  distress  for  the  parents,  and  lost  days  of 
work  for  the  wage  earners  are  incalculable. 

The  estimated  total  extrabudgetary  requirement  for  EPI  globally  for  FY96  is  $14.9 
million. 

In  the  Americas,  PAHO  has  operated  a  special  EPI  Revolving  Fund,  which  drew  direct 
Congressional  support  nearly  a  decade  ago  to  reach  its  full  level  of  authorization.  AID  support 
for  the  extension  of  the  EPI  program  has  helped  to  improve  and  extend  the  basic  immunization 
infrastructure  in  the  Region,  which  has  resulted  in  the  virtual  eradication  of  poliomyelitis  from 
the  Western  Hemisphere  and  has  had  a  major  impact  on  measles  incidence.  In  FY94  the  AID 
contribution  to  this  EPI  program  through  PAHO  was  $6.6  million.  This  remarkable  reduction  of 
measles  cases  has  helped  the  measles  elimination  efforts  in  the  United  States.  However,  more 
needs  to  be  done  if  these  efforts  are  to  be  sustained.  It  is  estimated  that  USS53  million  will  be 
needed  to  sustain  the  immunization  coverage  and  eliininate  measles  from  the  Americas  by  the  year 
2050,  of  which  US$20  million  would  be  support  from  the  U.S.  The  U.S.  should  play  its  full  part 
in  supporting  EPI. 

CHILDREN'S  VACCINE  INITIATIVE/REGIONAL  SYSTEM 
FOR  VACCINE  DEVELOPMENT 

The  Children's  Vaccine  Initiative  (CVI)  is  one  of  the  consequences  of  the  great  advances 
in  biomedical  research  and  biotechnology  of  the  last  decade.  In  the  1980s  it  became  apparent  that 
many  millions  more  children's  lives  could  be  saved  by  accelerating  the  development  and 
application  of  new  and  improved  vaccines.  Hence  the  CVI  was  established  by  world  leaders  at 
the  1990  World  Sinnmit  for  Children  in  New  York.  It  is  essentially  a  "coalition",  cosponsored 
by  WHO,  UNICEF,  the  United  Nations  Development  Program,  the  World  Bank,  and  the 
Rockefeller  Foundation.  The  CVI  "coalition"  members  collaborate  (1)  to  develop  consensus  on 
priorities,  (2)  to  accelerate  the  development  of  important  new  vaccines  and  assure  their  quality  and 
supply,  and  (3)  to  advocate  for  immunization  in  general  and  CVI  goals  in  particular.  It  is 
supported  by  a  small  Secretariat  that  operates  in  close  cooperation  with  WHO  and  PAHO.  An 
important  feature  of  the  CVI  is  its  focus  on  fostering  cooperation  on  vaccine  R&D  between  the 
public  sector  and  vaccine  companies,  including  those  in  the  United  States,  to  ensure  that  important 
children's  vaccines,  such  as  those  for  pneumonia  and  life-threatening  diarrhea,  become  available 
to  all  those  that  need  them. 

The  Regional  System  for  Vaccine  Development  (SIREVA)  is  a  pioneering  initiative  of 
PAHO,  supported  by  the  CVI,  that  aims  to  contribute  to  vaccine  research  and  development, 
production  strengthening,  and  quality  assurance  in  the  Americas.  These  efforts  focus  on  diseases 
that  are  of  particular  importance  in  Latin  America  and  the  Caribbean,  including  yellow  fever  and 
dengue  fever  that  is  currently  spreading  in  Puerto  Rico.  SIREVA  is  already  making  effective  use 
of  a  number  of  national  institutions  and  other  centers  of  excellence  throughout  Latin  America  and 
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through  cooperative  activities  in  strengthening  the  capabilities  of  the  region  in  quality  assurance 
and  in  local  production  of  vaccine,  particularly  DTP  (diphtheria-tetanus-pertussis  vaccine). 
Research  collaborations  are  also  underway.  Support  for  training  is  a  particular  help  for  SIREVA 
efforts. 

Support  for  these  collaborative  network  activities,  such  as  CVI  and  SIREVA,  is  an 
extremely  cost-effective  way  of  supporting  the  expansion  of  protection  against  infectious  diseases 
worldwide  -  an  expansion  that  in  turn  benefits  the  U.S.  through  diminished  spread  of  diseases  that 
threaten  U.S.  citizens  both  at  home  and  abroad.  About  $300  million  in  international  assistance 
is  needed  over  the  next  decade  to  pursue  CVI  objectives;  of  this  amount  only  a  fraction  needs  to 
pass  through  the  CVI  Secretariat  to  accomplish  its  coordination  and  catalytic  purposes.  In  FY94 
AID  contributed  $200,000  to  CVI,  and  such  support  should  continue. 

CONTROL  OF  DIARRHEAL  DISEASES  AND  ACUTE  RESPIRATORY  INFECTIONS 

Diarrhea  and  acute  respiratory  infections  (ARl)  each  kill  more  children  under  5  than  any 
other  diseases.  WHO  estimates  that  in  1993  diarrhea  caused  3  million  deaths  in  this  age  group 
and  acute  respiratory  infections  a  further  4. 1  million  deaths. 

These  7.1  million  deaths  accounted  for  almost  60%  of  all  deaths  among  children  under  5. 
Some  of  the  ARI-related  deaths  were  due  to  the  respiratory  manifestations  of  two  diseases 
preventable  by  immunizations,  measles  and  whooping  cough,  but  the  vast  majority  were  due  to 
pneumonia.  Half  of  the  diarrhea  deaths  were  due  to  dehydration.  Almost  all  of  the  deaths  from 
both  diarrhea  and  acute  respiratory  infections  could  have  been  prevented  with  simple,  cheap 
treatment. 

Most  diarrhea  deaths  can  be  prevented  by  giving  the  patient  appropriate  fluids  in  the  home 
and  continued  feeding  with  nutritious  foods.  Dehydration,  the  main  cause  of  death  from  diarrhea, 
can  be  effectively  treated  with  oral  rehydration  salts  (ORS)  costing  as  little  as  20  cents  per 
treatment.   Most  cases  of  dysentery  and  persistent  diarrhea  can  also  be  effectively  treated. 

Pneumonia  deaths  can  be  prevented  if  danger  signs  are  detected  in  time,  and  if  the  patient 
is  treated  with  an  appropriate  antibiotic,  usually  an  inexpensive  oral  formulation.  A  small 
number  of  severe  cases  require  hospitalization,  injectable  antibiotics  and  oxygen. 

In  many  developing  countries  over  two-thirds  of  admissions  to  pediatric  wards  in  hospitals 
are  for  diarrhea  and  pneumonia.  Most  of  these  admissions  can  be  avoided  by  early  and  effective 
treatment,  thus  saving  costs  of  at  least  $1  billion.  This  unnecessary  economic  loss  to  health 
systems  and  families  can  be  avoided  through  the  promotion  of  standard  case  management. 

Strategies  for  preventing  these  diseases  include,  importantly:  childhood  vaccines, 
improved  nutrition.  Vitamin  A  supplementation,  where  needed,  to  contribute  to  reducing  deaths 
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due  to  diarrhea,  exclusive  breast-feeding  until  the  child  is  4-6  months  old,  and  continued  breast- 
feeding along  with  safe  nutritious  supplementary  feeding  until  2  years  of  age  or  more. 

WHO'S  programs  for  the  Control  of  Diarrheal  Diseases  (CDD)  and  Acute  Respiratory 
Infections  (ARI)  which  together  form  the  Division  of  Diarrheal  and  Acute  Respiratory  Disease 
Control  (CDR)  are  tackling  these  problems. 

These  programs  work  in  very  close  collaboration  with  UNICEF  and  a  number  of  PVOs 
and  health  consulting  firms  including  some  supported  by  AID.  WHO  provides  them  with  the 
technical  guidelines,  materials  for  health  staff  and  evaluation  tools  needed  to  ensure  the 
effectiveness  of  their  considerable  efforts  at  country  level.  Since  1980  WHO  and  UNICEF, 
working  together,  have  seen  all  countries  of  the  developing  worid  adopt  the  standard  WHO 
approach  to  management  of  diarrhea.  At  the  end  of  1994,  73  countries  had  drawn  up  national 
plans  for  ARI  control  based  on  WHO  recommendations.  In  1980  only  5%  of  the  developing 
countries'  population  had  access  to  life-saving  ORS;  that  proportion  is  now  around  80%. 
Countries  have  been  assisted  to  plan  programs  based  on  defined  goals,  to  organize  training  for 
their  health  staff,  to  improve  communication  with  families  and  to  evaluate  their  efforts. 

The  two  WHO  programs,  in  collaboration  with  others  at  WHO,  and  with  UNICEF  are  now 
broadening  their  approach  to  case  management  to  incorporate  the  three  next  most  important  killers 
of  children:  malnutrition,  malaria  and  measles.  This  integrated  approach  to  the  sick  child  will 
build  on  the  experience  of  the  CDD  and  ARI  Programs  and  can  be  expected  to  have  a  major 
impact  on  childhood  mortality.  A  reduction  in  risk  of  death  of  their  children  is  a  critical  step  in 
encouraging  parents  to  better  plan  and  limit  the  size  of  their  families.  While  the  risk  of  childhood 
deaths  remains  high  they  will  continue  to  offset  this  risk  by  having  many  children.  Child  survival 
and  population  control  are,  therefore,  intimately  linked. 

Both  the  CDD  and  ARI  Programs  have  active  research  programs  supporting  clinical, 
behavioral  and  health  systems  research  as  well  as  vaccine  field  trials,  in  order  to  ensure  that  the 
most  cost-effective  approaches  to  these  problems  are  being  promoted  and  that  new  tools  are 
developed  and  tested.  The  close  link  between  program  implementation  and  research  in  the 
programs  ensures  optimally  targeted  research  and  immediate  application  of  new  findings. 

Research  topics  include  assessing  improved  treatment  regimens  for  diarrhea  and 
pneumonia,  developing  methods  for  improving  child  feeding  diets  and  practices  and  for  increasing 
breast-feeding  initiation  and  maintenance,  personal  and  domestic,  hygiene,  and  reduction  of  indoor 
air  pollution.  The  impact  of  Vitamin  A  supplementation  has  been  studied,  and  a  multicenter 
research  project  is  examining  delivery  of  Vitamin  A  together  with  childhood  immunizations. 

The  programs  support  field  trials  of  new  vaccines  against  pneumonia  caused  by  the  bacteria 
Haemophilus  influenzae  and  Streptococcus_pneumQniae,  and  diarrhea  caused  by  rotavirus, 
enterotoxigenic  Escherichiajcoli,  and  the  cholera  vibrio.  Two  cholera  vaccines  are  being  tested 
with  support  from  the  diarrhea  disease  control  program  in  response  to  the  current  resurgence  of 
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this  disease  globally.  The  Programs  are  also  supporting  efforts  to  detect  and  monitor  the 
emergence  of  new  strains  of  bacteria  causing  pneumonia  and  dysentery  that  are  resistant  to 
commonly  used  antibiotics. 

WHO  and  its  collaborative  partners  fully  support  the  goals  endorsed  at  the  1990  World 
Summit  for  Children  held  in  New  York,  namely  to  reduce  diarrhea  mortality  by  half  and  acute 
respiratory  infections  mortality  by  one-third  by  the  year  2000.  These  can  only  be  achieved 
through  a  determined  and  concerted  effort  at  all  levels  backed  by  adequate  financial  resources. 
The  programs  are  supported  the  World  Bank,  United  Nations  Development  Program  and  a  number 
of  bilateral  donors,  but  they  remain  under-funded  relative  to  the  absolute  magnitude  of  the 
problem  and  the  ranking  of  acute  respiratory  infections  and  diarrhea  as  the  first  and  second  largest 
killers  of  children. 

Regarding  cholera  in  the  Americas,  in  1991,  a  total  of  391,734  cases  and  4,002  deaths 
were  reported  to  the  Organization;  in  1992,  353,300  cases  and  2,396  deaths  were  reported;  in 
1993,  204,543  cases  and  2,362  deaths  were  reported;  and  as  of  December  1994,  1 12,461  cases 
and  1,229  deaths  have  been  reported.  The  overall  death  to  case  ratio  has  remained  low;  around 
1%.  To  date,  cholera  has  infected  21  of  the  Region's  36  Member  Countries,  including  the  USA. 
A  downward  trend  was  generally  observed  in  South  American  countries,  while  a  trend  of 
increasing  incidence  largely  was  seen  in  Central  American  countries.  Since  the  beginning  of  the 
epidemic,  Peru  reported  each  year  the  highest  number  of  cases  and  by  the  end  of  1993  had  the 
highest  incidence.  However,  by  1993,  Guatemala  had  the  highest  incidence  and  the  third  highest 
number  of  cases  reported  among  Latin  American  countries.  It  is  likely  that  the  infection  has 
established  itself  as  endemic  in  some  areas,  making  its  future  elimination  more  difficult. 

Because  cholera  outbreaks  increase  the  attention  paid  to  existing  programs  to  control 
diarrheal  diseases,  the  current  epidemic  in  the  Americas  creates  an  opportunity  to  expand 
significantly  and  strengthen;  1)  case  management  training,  2)  prevention,  3)  breast-feeding,  4) 
epidemiological  surveillance,  5)  laboratory  support,  6)  social  mobilization,  7)  water  and 
environmental  sanitation,  8)  food  safety,  9)  health  education,  10)  essential  supplies  for  treatment, 
11)  private  sector  involvement,  and  12)  public  information. 

In  FY93  AID'S  contributions  to  the  WHO  Programs  for  the  control  of  diarrhea  and  acute 
respiratory  infections  was  $3.28  million.  The  Program's  research  activities  with  respect  to 
Vitamin  A  were  supported  by  an  additional  contribution  of  $1  million. 

In  FY94  the  combined  AID  contribution  to  the  control  of  diarrheal  diseases  and  acute 
respiratory  infections  was  $1.5  million.  An  additional  sum  of  $750,000  was  made  available  to 
enable  continuation  of  critical  research  studies  on  the  delivery  of  Vitamin  A  along  with  childhood 
immunizations. 
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In  FY95  it  is  expected  that  the  core  AID  contribution  to  both  programs  will  be  a  total  of 
$1.75  million.  It  is  hoped  that  as  in  the  previous  two  years  additional  funding  may  be  identified 
to  protect  essential  activities  that  will  be  put  at  risk  without  such  funding. 

The  total  budget  requirement  for  calendar  1996,  taking  into  account  all  sources  of  funding, 
is  $16.5  million,  the  same  amount  budgeted  for  1995.  In  light  of  the  importance  for  child  survival 
of  control  of  diarrheal  diseases  and  acute  respiratory  infections,  we  request  that  AID  again 
contribute  at  least  31.75  million,  complemented  by  funding  for  certain  specific  high  priority 
activities. 

SPECIAL  PROGRAM  FOR  RESEARCH  AND  TRAINING  IN  TROPICAL  DISEASES 

The  Special  Program  for  Research  and  Training  in  Tropical  Diseases  (TDR),  which  is  co- 
sponsored  by  WHO,  UNDP  and  the  World  Bank,  with  WHO  as  the  executing  agency,  was 
established  in  1975  with  two  independent  objectives: 

"  to  develop  new  methods  of  prevention,  diagnosis,  treatment  and  control  of  the 

major  tropical  diseases; 

"  to  strengthen  the  capability  of  developing  endemic  countries  to  undertake  the 

research  required  to  develop  new  disease  control  technologies  on  their  own. 

TDR's  activities  are  targeted  towards  six  disease  groups:  malaria,  schistosomiasis,  filariasis 
(including  onchocerciasis  or  river  blindness),  the  trypanosomiases  (both  African  sleeping  sickness 
and  the  American  form,  Chagas  disease),  the  leishmaniases  and  leprosy. 

Tropical  diseases  represent  a  substantial  part  of  the  world's  illness  --  they  infect  almost  500 
million  people  worldwide,  mostly  in  developing  countries.  Children  are  particularly  vulnerable. 
Progress  in  controlling  these  diseases  has  been  hampered  by  inadequate  research  funding,  poverty 
and  economic  upheaval  in  many  of  the  affected  countries,  and  by  the  development  of  resistance 
to  drugs  and  insecticides  used  to  control  the  infections.  As  a  result,  diseases  such  as  malaria, 
lymphatic  filariasis  and  leishmaniasis  continue  to  spread,  bringing  misery,  disfiguration  and  death 
to  millions  in  developing  countries.  Malaria  is  the  most  important  of  these  diseases  and  is  one  of 
the  greatest  killers  of  children  in  Africa.  Drug-resistant  malaria  is  a  threat  to  travelers,  including 
business  travelers  and  tourists  from  the  United  States,  to  developing  countries.  These  diseases 
exact  a  heavy  social  and  economic  toll  that  the  poorest  countries  cannot  afford;  when  not  causing 
death,  they  result  in  debilitation  and  can  lead  to  disfigurement,  such  as  blindness,  loss  of  limbs 
and  bloating  of  legs  and  other  tissues.  Women  particularly  suffer  from  ostracization  and 
stigmatization  due  to  their  weaker  social  and  economic  status.  The  economic  losses  from  these 
diseases  are  great,  not  only  in  income  lost  as  a  result  of  illness  and  expenditures  incurred  seeking 
cures,  but  in  the  economic  burden  on  society  from  the  impairment  of  potentially  productive 
individuals. 
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To  date,  the  private  sector  has  only  engaged  itself  to  a  very  limited  extent  in  the 
development  of  vaccines  and  drugs,  etc.,  against  these  diseases  because  they  affect  the  poorest 
people  in  the  poorest  countries  and  there  is  consequently  little  market  interest.  A  strong  public 
sector  engagement  like  TDR  is  therefore  required.  In  the  future,  the  private  sector  will  have  to 
play  a  more  important  role  in  driving  development,  with  guidance  from  the  public  sector  and 
greater  investment  in  education  and  health  which  are  basic  conditions  for  development.  TDR's 
work  to  improve  the  health  and  development  of  millions  of  people  suffering  from  the  tropical 
diseases  in  the  developing  countries  is  of  direct  relevance  to  this  crucial  effort.  For  many  years, 
TDR  has  collaborated  with  the  pharmaceutical  industry  and  continues  its  efforts  to  stimulate 
industry's  greater  interest  and  involvement. 

Despite  an  overall  bleak  picture,  some  progress  has  been  made  in  recent  years.  Multi- 
drug therapy  for  leprosy  has  dramatically  reduced  the  number  of  leprosy  cases  and  the  disease  has 
been  targeted  for  elimination  as  a  public  health  problem  by  the  year  2000.  The  drug  ivermectin 
offers  hope  for  people  infected  by  river  blindness  in  Africa  and  Latin  America.  Other 
technologies  which  show  considerable  promise  include  insecticide  impregnated  bednets  to  reduce 
childhood  mortality  from  malaria  and  insecticidal  paints  and  fumigant  canisters  against  the  vector 
of  Chagas  disease  in  Latin  America.  Chagas  disease  has  also  been  targeted  for  elimination  by  the 
year  2000. 

These  and  other  new  technologies  show  what  can  be  achieved  by  the  application  of  modern 
biomedical  sciences  to  tropical  diseases.  Despite  the  progress  inade,  much  remains  to  be  done  and 
funding  for  research  and  development  of  new  disease  control  tools  remains  inadequate. 

TDR  is  a  cost-effective  program.  It  operates  through  global  collaboration,  creating 
networks  among  existing  research  groups,  institutions,  ministries  and  industry,  with  a  minimal 
investment  in  infrastructure.  This  enables  TDR  to  mobilize  and  move  research  resources  with 
great  speed  and  strategic  freedom  and  thus  achieve  effective,  decisive  results,  through  multicenter, 
multicountry  studies  —  a  unique  comparative  advantage.  By  mobilizing  its  partners  worldwide  and 
drawing  on  their  resources  and  goodwill,  and  by  extremely  judicious  choice  of  research  targets, 
TDR's  cost  for  developing  a  product  from  concept  through  registration  are  between  US$4-18 
million,  around  one-tenth  of  industry's  costs.  Investment  in  TDR  also  leads  to  products  becoming 
available  at  preferential  prices  for  developing  countries. 

In  FY94  TDR  requested  $5  million  from  AID  but  received  $1.5  million.  This  amount 
represented  about  5%  of  contributions  to  TDR  in  1994.  TDR  represents  an  excellent  investment 
for  the  U.S.  as  TDR  actually  spends  about  $5  million  annually  to  finance  research  at  U.S. 
institutions,  including  number  of  agencies  of  the  U.S.  Government.  In  FY95  TDR  requested  AID 
to  increase  its  contribution  to  $5  million.  In  FY96  TDR  is  again  requesting  AID  to  increase  its 
contribution  to  $5  million  -  commensurate  with  the  level  of  TDR's  investment  in  the  U.S. 

TDR  is  now  in  a  critical  phase.  Additional  resources  are  required  to  translate  research 
results  into  usable  disease  control  products.    Product  development  and  applied  field  research  are 
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TDR's  highest  priorities  at  the  present  time.  An  increased  contribution  from  the  United  States 
would  assist  TDR  to  achieve  its  objectives  more  quickly  by  accelerating  the  development  of  new 
vaccines,  drugs,  etc.,  and  by  improving  the  application  of  the  newly-developed  technologies  in 
disease-endemic  areas. 

GLOBAL  PROGRAM  ON  AmS  (GPA) 

The  WHO  Global  Program  on  AIDS  (GPA)  provides  international  leadership  and 
coordination  in  directing  the  global  response  to  the  HIV/AIDS  pandemic.  GPA  provides  a  clear 
picture  of  the  ever-changing  worldwide  pandemic,  delivers  technical  and  financial  support  for 
national  AIDS  Programs  around  the  world,  and  strengthens  international  AIDS  research,  all  in  full 
partnership  with  governments,  international  and  nongovernmental  organizations,  community-based 
groups  and  people  living  with  and  affected  by  HIV/AIDS. 

While  GPA  continues  to  pursue  these  activities  through  the  remainder  of  1995,  a  new  Joint 
United  Nations  Program  on  AIDS  is  being  established  —  the  first  collaborative  program  of  its  kind 
in  the  United  Nations  system.  The  Joint  Program  brings  together  six  organizations  with 
accumulated  expertise  in  combating  HIV  spread  and  experience  in  cushioning  the  disease's  impact 
on  individuals  and  communities:  UNDP,  UNESCO,  UNFPA,  UNICEF.  WHO  and  the  World 
Bank.  The  decision  to  create  this  new  global  program  reflected  a  growing  need  for  one  source 
of  policy  and  technical  guidance  within  the  UN  system;  and  for  better  coordination  of  UN  support 
to  national  AIDS  programs,  and  the  fact  that  the  underlying  causes  and  impact  of  HIV/AIDS  go 
far  beyond  the  health  sector.  The  United  States  Government,  and  this  Subcommittee  in  particular, 
played  a  leadership  role  in  this  significant  change.  The  United  States  Government  has  been  the 
strongest  financial  supporter  of  GPA,  and  has  also  contributed  to  the  HIV/AIDS  programs  of 
several  of  the  other  cosponsoring  organizations.  The  continued  support  of  the  United  States 
Government  in  this  important  area  will  be  critical  to  the  success  of  the  new  Joint  Program  which 
will  take  over  these  activities  in  1996. 

The  worldwide  pandemic  of  AIDS  is  one  of  the  majorj^tragedies  of  our  time.  Now  in  its 
second  decade,  the  HIV  pandemic  continues  to  grow,  invisibly,  at  a  rate  of  over  6,000  new 
infections  every  day,  at  least  half  of  which  are  among  young  people  age  15-24.  The  resulting 
sickness  and  death  from  AIDS  continues  to  wreck  havoc  among  individuals,  families  and  societies. 
These  human  and  economic  costs  will  continue  to  escalate  until  effective  prevention  strategies  are 
put  in  place  everywhere  in  the  world. 

To  date  nearly  5  million  men,  women  and  children  have  developed  AIDS,  many  of  whom 
have  already  died.  But  people  with  AIDS  are  merely  the  visible  part  of  the  much  larger  global 
pandemic  of  HIV.  AIDS  takes  years  -  up  to  a  decade,  or  even  longer  -  to  develop  following 
initial  infection  with  HIV.  WHO  estimates  that  a  further  14  million  adolescents  and  adults,  plus 
about  half  a  million  children,  are  living  with  HIV  infection  but  have  yet  to  progress  to  the  stage 
of  AIDS.  By  the  year  2000,  the  cumulative  total  of  infected  individuals  is  conservatively 
estimated  to  reach  30-40  million,  of  whom  over  90%  will  be  in  developing  countries. 
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The  impact  of  AIDS  so  far  has  been  most  profound  in  sub-Saharan  Africa,  with  1 1  million 
people  infected.  However,  HIV  is  spreading  most  rapidly  in  South  and  South-East  Asia,  with  3 
million  infected  adults  —  double  the  number  in  mid-1993.  There  will  soon  be  more  new  HIV 
infections  in  Asia  than  in  Africa.  The  potential  for  rapid  spread  also  exists  in  Eastern  Europe  and 
Central  Asia  due  to  the  increase  in  commercial  sex  trade  for  hard  currency,  migration  throughout 
the  region,  and  intravenous  dnig  use  coupled  with  health  systems  in  distress.  The  Pan  American 
Health  Organization  (PAHO)  estimates  that  over  2  million  people  in  the  Western  Hemisphere  are 
infected  with  HIV.  More  than  a  million  of  these  infections  have  occurred  in  North  America  and 
nearly  1.5  million  in  Latin  America  and  the  Caribbean.  Latin  America  and  the  Caribbean  are 
seeing  a  rapid  upswing  m  the  epidemic  curve,  siinilar  to  the  situation  in  North  America  three  to 
tlve  years  ago.  In  the  United  States.  AIDS  is  the  leading  cause  of  death  among  all  Americans 
aged  25  to  44  years. 

Yet  the  importance  of  the  HIV/AIDS  pandemic  cannot  be  measured  solely  by  the  number 
of  infected  or  ill  individuals,  as  enormous  as  that  number  is.  Because  AIDS  is  primarily  a 
sexually  transmitted  disease,  it  tends  not  to  strike  those  who  are  traditionally  susceptible  to 
infectious  diseases  —  the  very  young  and  the  very  old  —  but  rather  people  in  their  20's,  30's  and 
40's,  the  very  people  on  whom  families  and  economies  rely  most  heavily. 

The  overall  economic  impact  of  AIDS  on  countnes  is  only  just  beginning  to  be  felt.  Many 
countries  with  high  or  increasing  levels  of  HIV  mfection  are  current  recipients  of  United  States 
assistance  or  are  important  markets  for  United  States  exports  and  investments.  In  Thailand,  for 
example,  it  is  estimated  that  the  AIDS  pandemic  will  cost  its  economy  close  to  USSl  1  billion  by 
the  year  2000.  AIDS  is  having  a  serious  impact  on  the  workplace  because  of  reduced  productivity 
and  because  of  HIV-related  illness.  For  example,  the  Uganda  Railroad  Corporation  has  lost  10% 
of  its  workforce  to  AIDS  over  the  past  few  years,  leaving  the  corporation  with  dramatic  annual 
hospital  bills.  WHO  estimates  that  the  indirect  costs  of  HIV/AIDS  could  become  as  high  as  $50 
billion  per  year  worldwide. 

HIV/AIDS  will  also  slow  or  reverse  progress  made  in  development,  after  many  years  of 
investment  in  this  area.  Child  mortality  due  to  AIDS,  for  example,  has  already  eclipsed  hard-won 
gains  in  child  survival  in  some  of  the  hardest  hit  areas.  With  AIDS  continuing  to  increase,  trends 
in  increased  life  expectancy  for  both  men  and  women  are  likely  to  be  reversed  in  some  areas. 

Finally,  the  HIV/AIDS  pandemic  has  serious  security  implications.  In  addition  to  the 
economic  impact,  HIV  poses  a  threat  to  the  long-term  political  stability  of  some  countries.  HIV 
infection  rates  are  often  higher  in  the  military  than  in  the  general  population;  in  some  countries 
the  level  of  infections  could  jeopardize  the  capacity  of  the  military  to  defend  their  nations  and  even 
maintain  civil  order. 

As  daunting  as  this  pandemic  seems,  a  major  lesson  of  the  past  14  years  is  that  AIDS 
prevention  is  feasible.  There  have  been  demonstrably  successful  programs,  and  we  now 
understand  a  great  deal  about  the  reasons  for  their  success.    For  example,  successful  programs 
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have  generally  been  small  scale  with  a  strong  community  base,  and  have  combined  several 
approaches  to  prevention.  Also,  they  have  included  a  supportive  environment  in  which  people 
are  motivated  and  enabled  to  engage  in  safe  behavior. 

However,  we  have  also  learned  that  prevention  has  had  an  inadequate  impact  at  country 
level,  largely  for  socioeconomic  and  political  reasons.  The  almost  universal  tendency  to  deny  the 
danger  of  AIDS  is  a  powerful  deterrent  to  political  commitment.  And  without  such  commitment, 
large-scale  AIDS  prevention  programs  receive  neither  the  financing  they  need  nor  the  political 
endorsement  required  for  explicit  communication  about  AIDS. 

Today,  AIDS  prevention  rests  on  educating  and  enabling  people  to  engage  in  safe 
behavior,  and  on  ensuring  quick  care  for  the  conventional  sexually  transmitted  diseases,  which  if 
left  unchecked  greatly  magnify  the  risk  of  HIV  transmission.  However,  the  AIDS  epidemic 
cannot  be  brought  under  control  with  these  approaches  alone.  Over  the  medium  and  long  term, 
the  AIDS  prevention  strategy  calls  for  developing  two  complementary  prevention  tools:  vaginal 
microbicides  and  vaccines.  Developing  these  tools  will  take  years  and  require  sustained  long-term 
commitment  from  the  worldwide  scientific  community,  affected  communities,  and  donors.  The 
benefits  in  terms  of  lives  saved  would  be  enormous. 

Until  now,  GPA  has  provided  the  leadership  internationally  in  identifying  effective 
approaches  to  prevention  and  care,  including  research  and  development  of  new  technologies,  such 
as  those  mentioned  above.  Greater  emphasis  has  been  given  to  working  with  the  private  sector 
in  these  efforts,  including  the  pharmaceutical  industry  and  regulatory  authorities  to  facilitate  the 
development  of  new  technologies.  Greater  attention  has  also  been  given  to  involving  affected 
communities  in  designing  and  implementing  both  prevention  and  care  strategies. 

The  Joint  UN  Program  will  continue  GPA's  efforts  in  all  of  these  areas,  while  also 
bringing  in  the  expertise  and  experience  gained  in  the  other  five  cosponsoring  UN  organizations. 
The  Joint  Program  will  be  fully  operational  by  January  1,  1996,  when  the  global  programs  of  each 
of  the  cosponsors  will  come  to  an  end.  WHO  will  serve  as  the  administering  agency  for  the  Joint 
Program.  PAHO  will  continue  to  play  a  leading  role  in  combating  HIV/AIDS  in  the  Americas. 
PAHO  will  work  closely  with  the  new  Joint  Program  on  HIV/AIDS.  The  initial  proposed  biennial 
budget  for  the  Joint  Program  for  1996-1997  is  $180  million,  approximately  that  of  the  1995  six 
cosponsors'  global  programs  on  HIV/AIDS  combined.  With  one  Joint  Program,  rather  than 
several  individual  programs,  there  should  be  greater  efficiency  and  more  impact  for  approximately 
the  same  amount  of  funds.  The  United  States  contribution  to  WHO,  UNDP,  and  UNICEF  in 
FY94  for  global-level  HIV/AIDS  activities  amounted  to  $31  million  and  a  similar  amount  is 
expected  for  FY95.   This  level  of  U.S.  funding  should  be  continued  in  FY96. 

TUBERCULOSIS 

Tuberculosis  is  one  of  the  most  serious  public  health  challenges  facing  the  world  today. 
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The  bad  news  is  that  tuberculosis  is  the  leading  killer  of  adults  from  a  single  infectious 
agent.  It  claims  3  million  lives  a  year  and  sickens  another  8  million  people,  each  of  whom  can 
spread  the  disease  to  an  additional  10  to  15  people  in  a  year.  Active  or  latent  TB  infects  a  third 
of  the  world's  population  —  1.7  billion  people.  Active  TB  most  seriously  affects  those  in  their 
working  years.   The  epidemic  is  getting  worse  on  several  fronts: 

•  Dual  infection  from  HIV  and  TB  will  produce  an  additional  1.2  million  cases  of 
(active)  TB  that  cannot  otherwise  be  attributed  to  normal  increase  in  TB  cases  due 
to  simple  growth  in  the  world's  population.  With  two-thirds  of  the  world's  TB 
infected  people  living  in  Asia,  where  HIV/AIDS  is  spreading  the  fastest,  the 
potential  for  a  health-related  catastrophe  is  very  real. 

•  The  number  of  TB  deaths  in  Eastern  Europe  is  increasing  amid  the  stresses  of 
political,  economic  and  social  transition  in  that  region.  In  Western  Europe,  the  TB 
rate  is  rising.  Already,  the  decline  in  the  TB  rate  in  the  former  West  Germany  has 
stopped.  Officials  there  expect  it  to  rise  slightly  this  year,  reflecting  the  increased 
presence  in  the  unified  Germany  of  persons  bom  in  countries  where  TB  is  endemic. 

•  Some  strains  of  tuberculosis  have  become  drug-resistant  and  largely  incurable  — 
unresponsive  to  all  anti-TB  antibiotics  known  to  science.  This  has  happened  solely 
because  of  mistakes  in  treatinent  and  inadequate  funding  of  TB  control  programs. 
Drug-resistant  tuberculosis  occurs  only  one  way:  through  the  incomplete  or 
misapplication  of  anti-TB  antibiotics.  WHO  now  estimates  that  as  many  as  100 
million  people  may  be  infected  with  drug-resistant  TB,  who  are  very  difficult  and 
expensive  to  treat  if  they  break  out  in  open  disease. 

The  good  news  is  that  most  TB  can  be  easily  and  cheaply  controlled  and  cured.  What 
works  is  a  strategy  called  "directly-observed  treatment"  involving  a  six-month  course  of  antibiotics 
which  is  monitored  each  day  by  a  health  worker.  This  program  has  proven  its  effectiveness  by 
dramatically  reducing  TB  in  New  York  City,  China  and  Tanzania.  This  successful  strategy  can 
be  easily  transferred  to  other  parts  of  the  world;  this  is  a  central  component  of  WHO's  TB 
program.  A  person  living  in  the  developing  world  can  be  cured  for  as  little  as  $13  in  medicines, 
and  this  is  also  the  best  way  to  prevent  TB's  spread.  A  cured  patient  does  not  infect  other  people 
by  coughing  TB  germs  into  the  air.  The  World  Bank's  1993  WorId_Development_Report  ranked 
TB  treatment  as  among  the  most  cost-effective  health  interventions. 

The  additional  good  news  is  that  a  little  money  spent  now  on  TB  will  save  a  lot  more  later, 
both  in  terms  of  increased  control  costs  if  the  epideinic  worsens  and  in  econoinic  terms  for  hard- 
hit  countries.  The  experience  with  TB  in  the  United  States  bears  out  the  first  point.  In  1989,  the 
Centers  for  Disease  Control  (CDC)  said  TB  could  be  eliminated  in  the  U.S.  for  $36  million.  The 
money  was  not  available.  The  TB  problem  worsened  and  now  the  CDC  says  a  similar  program 
would  cost  $484  million.   If  we  continue  to  ignore  the  worid's  TB  problem,  the  cost  of  controlling 
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it  will  continue  to  skyrocket  as  multi-drug-resistant  TB  gains  a  foothold,  research  and  treatment 
costs  escalate  and  immune-deficiency  disorders  contribute  to  active  TB  outbreaks. 

WHO'S  total  TB  budget  is  $6  million  a  year.  TB  is  outpacing  control  efforts  because  these 
funds  are  only  sufficient  to  finance  TB  control  training  and  education  in  a  limited  number  of 
countries  a  year.  An  additional  $5  million  a  year,  which  is  being  sought  from  a  number  of 
government,  multilateral,  corporate  and  philanthropic  sources,  would  finance  TB  training  in  20 
countries  a  year  to  respond  to  the  new  challenges  of  multi-drug-resistant  TB,  the  TB/HIV  co- 
epidemic  and  the  rise  of  TB  in  Eastern  Europe. 

A  U.S.  contribution  to  the  WHO  TB  program  would  help  put  the  proper  TB  control 
training  and  education  programs  in  place  in  some  of  those  countries.  Without  such  training, 
bilateral  foreign  aid  for  TB  control  might  even  help  fuel  the  epidemic  of  drug-resistant 
tuberculosis.  Last  year,  the  U.S.  Department  of  State  generously  provided  $500,000  to  the  TB 
Program  to  provide  TB  control  assistance  and  training  to  endemic  countries.  This  contribution 
also  sent  an  important  signal  to  other  countries  of  the  increasing  importance  of  attention  to  TB 
control.  In  FY96  it  would  be  desirable  to  find  a  way  to  continue  and  increase  the  U.S.  support 
for  tuberculosis  control. 

OTHER  ACTIVITIES  IN  THE  AMERICAS 

The  past  year  has  been  an  important  one  for  the  Pan  American  Health  Organization.  In 
September,  PAHO  was  able  to  officially  announce  a  significant  milestone  in  world  health:  the 
elimination  of  poliomyelitis  from  the  Western  hemisphere.  This  remarkable  achievement  was 
made  possible  by  the  close  collaboration  of  the  countries  of  the  region,  PAHO  and  other 
international  organizations.  The  United  States  contributed  greatly  to  this  achievement.  The 
support  of  Congress,  through  funding  of  AID  support  for  polio  elimination,  was  vital.  But  the 
United  States  helped  in  many  other  important  ways,  notably  through  the  achievements  of  its 
scientists  and  financial  support  from  private  organizations,  especially  Rotary  International. 

Summit  of  the  Americas 

In  December  1994,  the  chiefs  of  state  and  heads  of  government  of  the  Americas  gathered 
at  the  Summit  of  the  Americas  in  Miami.  They  adopted  a  Declaration  of  Principles  and  Plan  of 
Action  which  promise  to  reshape  inter-American  relations  in  the  years  ahead.  PAHO  participated 
in  the  summit  and  received  new  impetus  for  its  activities  in  the  Plan  of  Action  in  the  areas  of 
Equitable  Access  to  Basic  Health  Services  and  Pollution  Prevention. 

PAHO  also  has  a  leading  role  in  follow-up  activities  relating  to  the  First  Ladies' 
Symposium  on  Children  of  the  Americas,  which  was  held  at  the  time  of  the  Miami  summit.  Part 
of  this  effort  will  involve  a  campaign  to  eliminate  measles  from  the  Americas  by  the  year  2000. 
This  effort  will  be  formally  launched  in  1995,  on  Worid  Health  Day,  April  7,  with  the 
participation  of  the  First  Lady  of  the  United  States,  Mrs.  Clinton. 
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PAHO  is  also  supporting  the  efforts  of  the  First  Ladies  of  the  Americas  to  increase  the 
visibility  of  the  problem  of  maternal  mortality  and  to  promote  partnerships  at  the  local  level  to 
reduce  it.  More  than  20,000  women  in  the  Americas  each  year  die  from  preventable 
complications  and  another  3  million  are  hospitalized  each  year.  A  comprehensive  set  of  activities 
has  been  developed  to  address  this  pressing  health  problem. 

Humanitarian  Assistance  to  Haiti 

During  the  Haitian  embargoes  of  1991-1994,  PAHO  continued  to  work  in  Haiti  both  on 
basic  health  programs  and  to  make  it  possible  for  humanitarian  assistance  agencies  to  continue 
operating  in  Haiti.  During  the  embargoes,  it  was  increasingly  difficult  to  operate  effectively,  but 
PAHO  persisted  in  such  areas  as  immunization,  surveillance  and  control  of  communicable 
diseases,  and  distribution  of  essential  medicines  and  medical  supplies.  PAHO  also  helped  with 
technical  assistance  to  maintain  the  operational  capability  of  the  main  water  supply  systems. 

During  the  embargoes,  at  the  request  of  the  UN  and  OAS,  PAHO  operated  a  fuel 
management  system  which  provided  the  logistical  ability  for  international  agencies  and  NGOs  to 
continue  to  provide  water  and  sanitation  assistance  to  2  million  Haitians  and  food  and  nutrition 
assistance  to  800,000  persons.  This  special  program  required  $600,000  per  month  to  operate  and 
would  not  have  been  possible  without  assistance  from  AID  and  other  donors. 

With  the  return  of  the  legitimate  government  of  Haiti  to  office  and  the  end  of  the 
embargoes,  PAHO  is  again  focusing  on  its  core  health  activities. 

The  health  problems  of  the  Hemisphere's  poorest  nation  are  serious  and  deteriorated 
markedly  during  the  years  following  the  coup.  From  1991  to  1994  nutritional  conditions 
deteriorated  rapidly,  the  health  infrastnicture  caimbled,  and  diseases  increa.sed  sharply,  including 
measles,  meningitis,  rabies  and  anthrax. 

A  few  statistics  illustrate  the  state  of  public  health  in  Hai'.:  one  child  in  ten  dies  before 
reaching  the  age  of  one;  one  child  out  of  three  suffers  from  malnutrition-related  physical  and 
mental  retardation.  Access  to  clean  water  is  a  major  problem:  only  one  of  three  persons  has  it  in 
rural  areas  and  one  of  two  in  urban  areas. 

PAHO  is  working  closely  with  AID,  the  Government  of  Haiti,  and  the  international 
community  on  urgent  short-term  programs  to  confront  Haiti's  emergency  needs  and  on  a  long- 
term  strategy  to  strengthen  Haiti's  health  sector.  External  financial  support  for  Haiti's  recovery 
and  development  is  essential  to  address  both  the  current  health  crisis  and  to  rebuild  the 
infrastructure  needed  for  future  progress. 

Continued  Congressional  support  for  assistance  to  Haiti  is  important  for  humanitarian 
reasons  and  because  continued  deterioration  of  the  health  of  Haitians  can  directly  impact  health 
in  the  United  States. 
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Regional  Investment  Plan 

The  Pan  American  Health  Organization's  initiative  on  the  Regional  Plan  for  Investment 
in  Health  (PI AS)  continues  to  be  a  priority  for  the  countries  of  the  Region.  The  goal  of  the 
initiative  is  to  enhance  the  capacity  of  the  countries  to  secure  and  implement  investments  in  health 
and  the  environment. 

At  the  1993  and  1994  meetings  of  the  Iberoamerican  Summit  of  Heads  of  State,  held  in 
Brazil  and  Colombia,  and  at  the  CARICOM  Heads  of  Government  meeting  held  in  Bahamas,  the 
need  for  the  plan  was  again  endorsed  and  Member  Countries  were  encouraged  to  subscribe  to  the 
Multilateral  Pre-investment  Fund.  It  has  been  estimated  that  this  fund  will  require  approximately 
US$7  million  annually  to  stimulate  catalytic  pre-investment  activities  and  lead  to  the  generation 
of  more  resources  for  that  purpose  both  at  the  national  and  regional  levels. 

To  date,  the  Pan  American  Health  Organization  has  contributed  US$3  million  to  this 
initiative  to  assist  with  sector  analysis  investment,  project  development,  design  of  master  plans  of 
investment,  training  and  resource  mobilization.  In  total,  approximately  30  pre-investment 
activities  in  the  environment  and  health  ha\e  been  completed  in  various  countries,  amounting  to 
a  total  of  approximately  US$8  million  coming  from  PAHO,  development  banks,  and  bilateral  and 
multilateral  agencies,  and  Member  Countries. 

Included  in  these  activities  were:  the  development  of  master  plans  of  investment;  the 
creation  of  strategic  alliances  with  the  principal  multilateral  and  bilateral  agencies  for  technical 
and  financial  cooperation;  the  completion  of  analyses  of  the  processes  of  investment  in  the 
environment  and  health  in  all  coimtries  of  the  Region,  and  the  development  of  methodologies  for 
conducting  sectoral  analysis. 

The  continued  support  of  the  agencies  of  the  United  States  will  provide  needed  assistance 
to  the  countries  to  improve  ti.e  health  and  the  environment  conditions. 

CONCLUSION 

Mr.  Chairman,  in  many  areas  of  human  activity  the  United  States  sets  the  tone  for  what 
happens  in  other  countries. 

In  striving  to  improve  the  health  of  our  own  citizens  the  people  of  the  United  States  have 
already  made  vast  contributions  to  the  health  of  the  worid's  people.  The  graduates  of  our  medical 
and  public  health  schools,  the  products  of  our  laboratories,  and  the  generosity  of  our  citizens  in 
supporting  international  development  efforts  have  all  helped  made  possible  unparalleled  progress 
toward  better  health  in  every  corner  of  the  globe.  We,  too,  can  take  pride  in  the  central  role  we 
played  in  the  establishment  of  PAHO,  at  the  beginning  of  the  century,  and  the  establishment  of 
WHO  after  World  War  II  to  create  mechanisms  for  cost-effective  international  cooperation  in 
health  and  disease  control. 
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Extrabudgetary  support  is  absolutely  essential  for  WHO  and  PAHO  programs  to  realize 
the  promise  of  the  child  survival  strategy,  to  combat  AIDS  and  control  tuberculosis,  to  deal  with 
humanitarian  needs,  and  to  address  the  whole  range  of  programs  I  have  mentioned  which  are  in 
the  jurisdiction  of  this  Subcommittee.  The  American  Association  for  World  Health  and  the  other 
organizations  joining  in  this  testimony  today  urge  that  additional  attention  and  funds  be  made 
available  to  WHO  and  PAHO  for  these  priority  areas  of  U.S.  concern.  For  the  biennium  of 
calendar  years  1994  and  1995,  WHO  identified  a  need  for  a  total  of  $712  million  in  extrabudgetary 
resources  (other  than  PAHO  resources)  to  address  areas  of  new  challenge  and  opportunity  that 
required  resources  beyond  what  could  be  accommodated  in  its  no-growth  regular  budget  This  plan 
was  based  on  an  assumption  that  the  United  States  would  contribute  at  least  $90  million  or  12.6 
percent  of  the  total.  Since  the  United  States'  share  of  the  regular  budget  of  WHO  is  25  percent,  this 
planned  level  would  represent  substantially  higher  burden-sharing  by  other  countries  in  the 
extrabudgetary  category  The  U  S.  support  for  these  important  programs  sends  a  strong  message  to 
other  governments  of  the  value  of  substantial  contributions  on  their  part  In  FY94,  the  U  S 
extrabudgetary  contributions  to  WHO  totaled  $40  million,  with  an  additional  $7  million  through 
PAHO  for  immunization  activities  The  FY95  contributions  are  not  yet  final,  and  there  is  also  the 
potential  to  make  contributions  in  calendar  1995  from  the  FY96  budget  year  I  urge  the 
Subcommittee  to  work  with  AID  to  insure  that  when  the  1994-1995  biennium  ends,  the  record  will 
reflect  a  record  of  sustained  U  S  support  of  not  less  than  $90  million  in  extrabudgetary  funding  for 
WHO  programs 

WHO  and  PAHO  and  their  governing  bodies,  on  which  the  United  States  is  represented,  are 
in  the  process  of  developing  their  budgets  for  the  upcoining  biennium  of  calendar  years  1996  and 
1997  The  availability  of  extrabudgetary  resources  is  assumed  to  be  somewhat  more  limited  than  in 
the  past  and  WHO  will  also  be  shifting  ten  percent  of  the  resources  within  WHO's  regular  budget 
from  lower  to  higher  priority  areas  The  American  Association  for  World  Health  urges  this 
Subcommittee  to  continue  its  excellent  record  of  encouraging  cost-effective  international 
collaboration  on  child  survival,  disease  control,  and  health  by  working  with  the  US  international 
assistance  agencies  to  maintain  US  extrabudgetary  support  for  key  programs  in  WHO  and  PAHO 
As  a  target  percentage  that  would  continue  to  catalyze  significant  effort  by  other  nations  while 
economizing  on  US  resources,  we  suggest  that  the  United  States  Government  plan  to  contribute 
12.5  percent  of  WHO's  total  extrabudgetary  fijnding,  focusing  these  contributions  on  programs  of 
greatest  interest  to  the  United  States. 
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Thursday,  March  30,  1995. 
A  CITIZENS'  AGENDA  FOR  FOREIGN  ASSISTANCE 

WITNESS 
SAM  HARRIS,  EXECUTIVE  DIRECTOR,  RESULTS 

Mr.  Callahan.  Sam  Harris,  Executive  Director  of  Results. 

Good  morning,  sir. 

Mr.  Harris.  Good  morning,  Mr.  Chairman,  distinguished  sub- 
committee members.  As  you  know,  my  name  is  Sam  Harris  and  I 
am  the  director  of  RESULTS.  It  is  an  international  citizens  lobby 
whose  purpose  is  to  create  the  political  will  to  end  hunger  and  pov- 
erty. We  have  chapters  in  80  cities  in  the  United  States.  I  just  re- 
turned, last  week,  from  Bangladesh,  where  I  visited  the  Grameen 
Bank  and  spoke  with  others  in  rural  areas.  And  I  met  women 
whose  children  had  died  of  measles  and  dehydration,  spoke  with 
women  in  their  twenties  who  had  never  been  to  school,  and  I  say 
that  as  a  preface  to  conveying  an  acknowledgement  that  I  feel  more 
deeply  than  usual  for  being  with  these  women. 

And  that  is  that  the  U.S.  Congress  and  this  subcommittee,  in 
particular,  have  set  priorities  over  the  last  decade  that  have  con- 
tributed to  saving  3  million  lives  a  year  vaccine-preventable  dis- 
eases, another  million  from  dehydration  brought  on  by  diarrhea, 
and  a  revolution  in  micro-credit  and  lending  that  is  allowing  poor 
women  to  work  their  way  out  of  poverty. 

As  you  know,  Congressman  Walsh  and  Hall  and  40  others  intro- 
duced the  James  P.  Grant  World  Summit  for  Children  Implementa- 
tion Act  last  month. 

On  Tuesday,  Senator  Jeffords  and  Murray,  both  members  of  the 
Senate  Foreign  Operations  Subcommittee  of  Appropriations,  intro- 
duced the  James  P.  Grant  World  Summit  For  Children  Implemen- 
tation Act.  I  was  with  Senator  Jeffords  on  Monday  in  Vermont,  at 
a  news  conference  in  the  Senate  Chamber  of  the  State  Legislature 
where  he  announced  that  he  was  introducing  the  bill  in  the  Senate. 

There  are  more  than  70  sponsors  of  the  legislation — Save  the 
Children,  Christian  Children's  Fund,  Oxfam,  National  Council  for 
International  Health,  RESULTS,  Bread  for  the  World  and  others. 
The  progress  is  real,  but  so  is  the  need  to  continue. 

During  only  two  hours — and  I  know  this  is  going  to  go  four  or 
five — during  only  two  hours  of  today's  testimony,  2,916  children 
will  die  around  the  world  from  preventable  causes.  That  is  six 
times  the  number  of  people  in  the  U.S.  House  of  Representatives 
over  a  two-hour  period.  It  is  wholly  unacceptable. 

What  I  would  like  to  do  is  to  take  a  moment  and  show  two  charts 
that  portray  what  has  been  accomplished  and  what  could  be  accom- 
plished. This  is  U.S.  foreign  aid  funding  for  three  life-saving  pro- 
grams for  children  in  poverty  from  1984  to  1994. 

Programs  include  child  survival,  UNICEF,  and  micro-nutrients 
such  as  Vitamin  A.  Now,  these  show  increases  over  a  10-year  pe- 
riod when  foreign  aid  was  going  down  by  several  billion.  So  we 
were  actually  spending  less  but  the  priorities  were  improving.  This 
first  year  aggregate  is  $52  million,  in  1993  it  was  $400  million, 
again,  during  a  10-year  period  when  foreign  aid  was  going  down. 
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This  chart  shows  under-5  deaths  from  major  childhood  diseases, 
vaccine-preventable,  dehydration,  pneumonias,  from  1983  to  1992, 
and  just  under  12  million  were  dying  of  these  major  diseases,  now, 
under  8.5  million  from  these  same  causes.  The  correlation  is  strik- 
ing. U.S.  funding  is  not  the  only  factor  but  it  is  a  factor  and  it  is 
something  I  think  we  can  be  proud  of. 

As  I  mentioned,  at  the  beginning,  I  just  returned  from  Ban- 
gladesh, and  there  were  44  others  that  paid  their  own  way.  We 
went  to  particularly  visit  the  Grameen  Bank  there. 

What  we  saw  there,  we  spent  five  days  in  the  villages,  was  the 
eradication  of  rural  poverty  in  the  Third  World.  We  saw  the 
unleashing  of  the  human  spirit.  And  we  saw  it  at  an  institution 
that  is  turning  a  profit.  Over  the  last  two  years,  the  bank  has 
made  a  profit  among  its  2  million  borrowers,  94  percent  women. 

While  I  was  there,  and  this  is  really  my  final  piece,  I  interviewed 
a  woman  at  length,  three  hours  over  a  three-day  period  with  a 
translator.  Her  name  was  Nurjahan.  It  means  light  of  the  world. 
Nurjahan  was  abandoned  at  three  months  by  her  parents.  Never 
saw  them  again.  Was  raised  by  neighbors.  At  12,  she  was  married. 
At  13  she  was  abandoned  by  her  husband,  and  never  saw  him 
again.  She  was  three  months  pregnant,  and  moved  back  in  with 
the  family  who  had  raised  her,  cooking  for  them.  She  never  made 
more  than  $37  in  a  year. 

And  five  years  ago  she  met  the  bank.  She  now  has  had  five  years 
of  loans.  She  makes  $250  a  year  which  is  nearly  double  the  na- 
tional annual  income.  She  owns  two  goats,  a  pregnant  cow,  10 
hens,  and  2/3  of  an  acre  of  land  which  cost  $1,000  which  is  nearly 
8  times  the  annual  income  in  Bangladesh,  and  she  hires  two  men 
seasonally  to  work  the  crop  with  her  and  for  her. 

We  emerged  with  the  question,  how  can  we  expand  this?  And 
that  is  why  a  lot  of  micro-credit  leaders  around  the  world  are  get- 
ting behind  the  goal  of  ensuring  that  100  million  of  the  world's 
poorest  families,  especially  the  women,  will  be  receiving  micro-cred- 
it loans  by  the  year  2005. 

In  conclusion,  I  really  thank  you,  Mr.  Chairman,  for  looking  case- 
by-case  and  program-by-program  at  the  foreign  assistance  budget, 
and  I  just  commend  you  to  look  carefully  at  the  James  P.  Grant 
World  Summit  For  Children  bill  and  Micro-Credit  for  Self-Employ- 
ment. 

Mr.  Callahan.  Thank  you,  Mr.  Harris,  we  will  submit  your  en- 
tire statement  for  the  record. 

Mr.  Harris.  Thank  you. 

Mr.  Wilson.  Thank  you,  Mr.  Harris,  that  was  some  very  compel- 
ling testimony  and  some  great  charts. 

Mr.  Harris.  Thank  you. 

[The  information  follows:] 
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Mr.  Chairman  and  distinguished  members  of  the  Subcommittee.    My  name  is  Sam  Harris  and  I 
am  Executive  Director  of  RESULTS,  an  international  citizens'  lobby  committed  to  creating  the 
political  will  to  end  hunger  and  poverty.    RESULTS  has  more  than  5,000  members  in  the  United 
States  and  hundreds  of  citizen  activists  from  Anchorage,  Alaska  to  Miami,  Florida. 

Just  last  week  I  returned  from  a  visit  to  the  Grameen  Bank  in  Bangladesh.    I  traveled  there  with 
44  others,  most  from  the  U.S.,  all  of  whom  paid  their  own  way.    We  lived  in  the  villages  for 
five  days,  staying  at  Grameen  Bank  branches.    We  spoke  with  women  whose  children  had  died  of 
measles  or  dehydration.   We  met  women  in  their  twenties  who  had  never  been  to  school.   I  say 
this  to  let  you  know  that  the  acknowledgement  I  am  about  to  convey  is  more  real  to  me  than 
usual. 

Some  of  the  priorities  set  over  the  last  ten  years  by  the  U.S.  Congress,  and  by  this  subcommittee 
in  particular,  are  right  in  line  with  what  I  believe  to  be  humanity's  purpose  on  earth.    By  the  end 
of  1990,  80  percent  of  the  world's  children  were  immunized  against  six  killer  diseases— saving  3 
million  lives  each  year.    Oral  rehydration  therapy  is  now  used  by  40  percent  of  poor  families  in 
the  Third  World,  saving  an  additional  one  million  children  each  year.    An  innovative  and  ever- 
expanding  credit  revolution  is  providing  desperately  needed  loans  to  the  poorest  women  in  the 
world  and  allowing  them  to  work  their  way  out  of  poverty. 

Because  the  heart  of  RESULTS  is  its  citizen  volunteers  and  because  90  percent  of  our  staff  were 
volunteers  before  joining  staff,  I  really  believe  that  our  priorities  are  clearly  part  of  a  citizens' 
agenda  for  foreign  assistance.   We  have  two  major  goals. 

One  is  to  fulfill  the  year-2000  goals  agreed  to  at  the  1990  World  Summit  for  Children.  The 
other  goal  is  to  seek  to  ensure  that  100  million  of  the  world's  poorest  families,  especially  the 
women  of  those  families,  are  receiving  micro  credit  loans  for  self-employment  by  2005. 

I'd  like  to  start  with  our  commitment  to  fulfill  the  year-2000  goals  of  the  World  Summit  for 
Children;  goals  which  include  reducing  child  and  infant  deaths  by  at  least  one  third;  reducing 
maternal  deaths  and  child  malnutrition  by  half;  ensuring  universal  access  to  basic  education,  with 
at  least  80%  of  children  completing  primary  school;  ensuring  universal  access  to  safe  drinking 
water  and  safe  sanitation;  and  making  family  plarming  education  and  services  available  to  all 
couples. 

Last  month  Reps.  James  Walsh  (R-NY),  Tony  Hall  (D-OH)  and  over  40  others  introduced  the 
James  P.  Grant  World  Summit  for  Children  Implementation  Act.    The  bill  calls  for  increased 
funding  for  child  survival,  basic  education,  vitamin  A  and  other  micronutrient  programs, 
UNICEF,  AIDS  prevention  and  care,  family  plaiming,  and  refugee  assistance.     Sens.  Jeffords 
(R-VT)  and  Murray  (D-WA)  have  introduced  the  James  P.  Grant  World  Summit  for  Children 
Implementation  Act  in  the  Senate. 

There  are  more  than  70  groups  endorsing  the  legislation  (list  attached)  including  Save  the  2 
Children,  Oxfam  America,  Christian  Children's  Fund,  National  Wildlife  Federation,  U.S. 
Committee  for  UNICEF,  and  Bread  for  the  World. 

I'd  like  to  focus  my  discussion  on  child  survival  and  basic  education.   One  reason  child  survival 
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and  basic  education  are  so  important  is  that  they're  the  right  thing  to  do  morally.   President 
Clinton  affirmed  this  about  child  survival  when  he  spoke  at  the  United  Nations  eighteen  months 
ago,  saying: 

It  is  tragic  enough  that  one  and  a  half  million  children  died  as  a  result  of  wars 
over  the  past  decade.    But  it  is  far  more  unforgivable  that  during  that  same  period, 
40  million  children  died  from  diseases  completely  preventable  with  simple  vaccines 
or  medicines.    Every  day  --  this  day.  as  we  meet  here  --  over  [35,000]  of  the 
world's  children  will  die  of  malnutrition  and  disease. 

Our  UNICEF  director,  Jim  Grant,  has  reminded  me  that  each  of  those  children  had 
a  name  and  a  nationality,  a  family,  a  personality,  and  a  potential.    We  are 
compelled  to  do  better  by  the  world's  children.   Just  as  our  own  nation  has 
launched  new  reforms  to  ensure  that  every  child  has  adequate  health  care,  we  must 
do  more  to  get  basic  vaccines  and  other  treatments  for  curable  diseases  to  children 
all  over  the  world.    It 's  the  best  investment  we  'II  ever  make. 

During  just  two  hours  of  today's  testimony,  2,916  children  around  the  world  will  die  from 
largely  preventable  malnutrition  and  disease.   That's  more  than  six  times  the  nimiber  of  members 
in  the  U.S.  House  of  Representatives.   That's  unacceptable. 

It's  also  unacceptable  that,  as  UNICEF  states  in  its  1994  Progress  of  Nations  report,  32  percent 
of  girls  around  the  world  don't  even  complete  fifth  grade— a  clear  predictor  of  future  poverty. 

Another  reason  child  survival  and  basic  education  programs  are  so  important  is  that  they  address 
problems  the  American  people  care  about.    A  1987  InterAction/Overseas  Development  Council 
poll  found  that  Americans  consistently  expressed  concern  over  the  plight  of  the  very  poor,  even 
as  they  doubted  the  effectiveness  of  U.S.  foreign  assistance  programs. 

Now  the  cry  is  often  heard,  "We  must  take  care  of  our  own  first."   But  it  doesn't  take  a  rocket 
scientist  to  see  that  problems  from  illegal  inmiigration  to  global  instability  (the  Haitis,  Rwandas, 
and  Somalias)  result  from  the  severest  hunger,  poverty,  illiteracy,  overpopulation,  and 
environmental  degradation. 

A  third  reason  child  survival  and  basic  education  programs  are  important  is  because  they 
contribute  to  reducing  population  growth.   Margaret  Catley-Carlson,  President  of  the  Population 
Council  and  former  President  of  the  Canadian  International  Development  Agency  (CIDA)  said; 

....the  conditions  that  will  increase  the  demand  for  smaller  families. ..  .include  rising 
incomes,  falling  child  death  rates,  rising  levels  of  female  education,  progress  toward 
gender  equality,  cmd  the  widespread  availability  of  the  kind  of  family  planning  services  in 
which  people  can  have  confidence. 

The  World  Bank  has  pointed  to  a  fourth  reason  these  programs  are  important,  especially 
education  for  girls,  when  it  said,  "Wages  rise  by  10  to  20  percent  for  each  additional  year  of 
schooling." 
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A  fifth  reason  these  programs  are  vital  is  that  we  can  measure  our  progress  and  see  results. 
UNICEF  reports  that  four  million  children's  lives  are  saved  each  year  because  of  the  increase  in 
child  immunizations  and  the  increasing  use  of  oral  rehydration  therapy  to  fight  diarrheal  disease. 

If  this  is  so,  then  there  are  several  questions  we  must  begin  to  address.    One  is  the  question  of 
funding  priority  and  funding  level.    Why  did  the  Administration  cut  funding  in  1994  for  child 
survival  programs  by  $40  million,  the  first  such  cut  in  a  decade,  and  why  did  the  Administration 
cut  basic  education  by  $30  million  that  same  year? 

The  chart  below  shows  decade-long  support  from  the  U.S.  for  child  survival  activities,  UNICEF 
and  micronutrients.    Aggregate  funding  was  $52  million  in  1984  and  $400  million  in  1993.    This 
increase  was  during  a  ten  year  period  when  overall  foreign  aid  funding  declined  by  several  billion 
dollars. 


US  Foreign  Aid  Funding  of  Three  Life-Saving  Programs  for  Children  in  Poverty 


FY8S         FY86 


FY88        FY89         FY90        FY91         FY92        FY93         FY94        FY95 


CHILD  SURVIVAL 


UNICEF 


MICRONUTRIENTS 


Source:  Congretaional  Appropriations/USAJD  (Fy  '95  numbers  represent  Congressional  Recommendattona) 
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This  next  chan  shows  the  decline  in  deaths  from  major  childhood  diseases  from  nearly  12  million 
in  1983  to  just  under  8.5  million  in  1992.   These  programs  are  working  -  they  are  saving  lives. 


1983 

1985                      1990 

1992 

-■-  UNDER  5  DEATHS  FROM  MAJOR  CHILDHOOD  DISEASES 

Source:  UNICEF/ WHO 

The  question  is,  will  the  Administration  at  least  match  Congressional  reconunendations  for  1995, 
which  would  barely  bring  us  back  to  1993  levels  for  child  survival  and  basic  education? 

What  will  the  Administration's  recommended  levels  be  for  19%?  More  importantly,  what  will 
your  instructions  be  to  the  Administration? 

Then  there  are  questions  of  quality  and  focus.   A  1990  RESULTS  Educational  Fund  report  on 
basic  education  stated  that  in  1989,  "U.S.  development  aid  paid  to  bring  over  19,300 
'participants'  from  developing  nations  to  the  U.S.  and  fmanced  their  U.S.  training  or  education. 
The  1990  total  [would]  be  even  higher."   This  "participant  training"  can  cost  $3,200  per  person 
for  a  quick  5-week  "experience  America"  trip  to  the  U.S.  from  Central  America,  $21,000  per 
person  for  a  Junior  Year  in  the  U.S.  program  for  Guatemalans,  or  $60,000-$  100,000  to  bring  an 
African  to  the  United  States  for  graduate  or  undergraduate  training. 

Comparing  this  to  $20  per  pupil  cost  per  year  for  a  basic  education  in  some  countries,  or  home 
country  training  of  primary  school  teachers  for  less  than  $1,000,  shouldn't  our  education  focus 
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shift  more  dramatically  to  basic  education  and  female  literacy? 

Another  quality  question  is  whether  our  bilateral  basic  health  assistance  is  led  by  governmental 
and  non-governmental  organizations  that  have  learned  how  to  develop  community  participation 
and  involvement.    The  leader  of  a  large  basic  health  program  in  El  Salvador  said  last  year: 
"Now,  since  the  war  is  over,  we're  seeing  there  is  lots  of  money  coming  into  the  country. 
People  from  the  outside  now  want  to  give  us  money,  but  they  want  to  tell  us  how  we  should  do 
our  work.    For  instance,  right  now  there  is  a  group  coming  to  San  Salvador  that  doesn't  want  the 
people  to  build  their  own  latrines,  they  want  them  to  contract  it  out  and  let  someone  else  build 
their  latrines.    This  is  against  our  philosophy  because  we  really  want  people  to  participate.    The 
people  need  to  change  because  they  want  to  change,  not  because  it's  imposed  on  them.   The 
people  can  come  in  and  bring  the  latrines  for  them  and  they  might  see  changes  in  their  homes  or 
in  their  schools,  but  the  campesinos  won't  have  changed  within,  and  most  likely  they  won't  be 
using  latrines..." 

The  James  P.  Grant  World  Summit  for  Children  Implementation  Act  calls  for  increased 
allocations  of  funds  for  Child  Survival,  Basic  Education,  Vitamin  A  and  other  micronutrients, 
UNICEF,  AIDS  Prevention  and  Care,  Refugee  Assistance,  and  Family  Planning.    Funding  levels, 
and  levels  from  1994  and  1995  are  outlined  below,  (FY  =  fiscal  year): 


Actual 

.    Congressional 

Proposed  in  Grant  Act 

AID  budget 

Recommendation 

(in  millions) 

Program 

FY  94 

FY  95 

FY  96 

FY  97 

Child  Survival 

$235 

$280 

$330 

$380 

Basic  Education 

$105 

$135 

$165 

$200 

Vitamin  A/Micronutrients 

$20 

$25 

$30 

$40 

UNICEF 

$100 

$100-106 

$110 

$120 

Refugee  Assistance 

$620 

$721 

$750 

$780 

Population 

$350 

$450 

$525 

$575 

AIDS  Prevention 

$80 

$125 

$145 

Of  course  the  basic  question  arises:  Where  can  these  resources  come  from?  I'll  list  several 
possibilities: 

1.  UNICEF  presents  the  20/20  option:  Shifting  twenty  percent  of  U.S.  assistance  to 
basic  human  needs,  from  its  currently  estimated  12  percent.    My  earlier  suggestion 
of  shifts  in  education  spending  from  costly  higher  education  to  basic  education  are 
part  of  this  option. 

2.  Local  currencies  generated  from  PL-480  food  sales  could  provide  another  source  of 
funding,  especially  for  indigenous  groups. 

3.  We  could  eliminate  the  International  Narcotics  Control  Programs.   While  their  goal 
may  be  laudable,  these  programs  haven't  worked. 


192 


4.         We  should  consider,  in  a  Post-Cold  War  world,  reductions  in  military  aid  and  iu 
the  Economic  Support  fund. 

We  must  also  look  at  how  are  we  influencing  the  more  than  $1  billion  a  year  that  the  U.S. 
contributes  to  the  International  Development  Association  (IDA),  the  more  than  $20  billion  a  year 
the  World  Bank  lends,  and  the  billions  more  that  the  regional  development  banks  lend. 

And  finally,  while  not  under  the  subcommittee's  jurisdiction,  Gareth  Porter  from  EESI  has 
suggested  that,  in  a  post  Cold- War  world,  we  could  look  to  the  foreign  intelligence  budget.    At 
the  very  least  we  must  all  realize  by  now  that  soldiering  skills  must  now  include  providing 
potable  water  and  basic  health  in  the  areas  our  armed  forces  find  themselves. 

If,  in  the  end,  we  aren't  able  to  find  the  resources  for  these  programs,  I  think  we  must  honestly 
look  for  the  reason  why— and  I  say  we  can  find  it  at  the  beginning  of  the  1994  State  of  the 
World's  Children  report  from  UNICEF: 

Although  profoundly  affecting  millions  of  lives,  these  tragedies,  and  the  progress 
now  being  made  against  them,  are  largely  neglected  by  the  media.    In  part,  this  is 
because  these  problems  are  seen  as  normal  rather  than  exceptional.    But  primarily 
it  is  because  their  consequences  fall  almost  exclusively  on  the  children  of  the 
poorest  and  least  influential  people  on  earth. 

As  I  mentioned  at  the  beginning  of  my  testimony,  I  just  returned  last  week  from  a  visit  to  the 
Grameen  Bank  in  Bangladesh.    I  wrote  an  op-ed  piece  titled:  Here's  a  New  Idea:  Eradicate 
Global  Poverty  for  the  Profit. 

I  joined  44  others  and  spent  five  days  in  the  villages  of  Bangladesh  interviewing  borrowers  of  the 
Grameen  (village)  Bank.    Here  is  what  we  saw.    We  saw  the  eradication  of  rural  poverty  in  the 
Third  World.  We  wimessed  the  unleashing  of  the  human  spirit.    Perhaps  most  remarkable  of  all, 
we  saw  this  achieved  by  an  institution  that  is  turning  a  profit.  That's  right,  the  Grameen  Bank  has 
made  a  profit  over  the  last  two  years. 

I  don't  know  what  the  implications  of  this  are  for  the  United  States.    Transplant  the  Grameen 
experience  to  US  soil  and  maybe  we'd  only  reap  the  unleashing  of  the  human  spirit,  the  reduction 
of  poverty,  and  no  profit.    It's  too  early  to  be  sure.    But  the  global  implications  of  Grameen's 
successes  are  unmistakable. 

Grameen  Bank  will  lend  $500  million  this  year  in  loans  that  average  $1(X)  to  two  million  rural 
people,  94  percent  of  whom  are  women,  who  will  use  the  money  for  self-employment  ventures. 
Grameen  will  get  98  percent  of  these  loans  paid  back  in  full— with  interest. 

But  that's  only  part  of  the  story.   A  recent  study  of  long-term  borrowers  found  that  75  percent 
had  either  left  poverty  or  were  near  to  leaving  poverty.    Recently,  Grameen  Bank  decided  to  slow 
its  expansion  within  Bangladesh  and  committed  itself  to  getting  each  of  its  two  million  borrowers 
and  their  families  out  of  poverty  by  the  year  2000. 

While  visiting  a  Grameen  branch  in  Natore  District  in  northwest  Bangladesh,  I  got  a  firsthand 
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glimpse  of  what  this  future  could  look  like.     I  interviewed  Nurjahan,  a  Grameen  borrower  whose 
name  means  "light  of  the  world. "   Abandoned  by  her  parents  at  3  months  of  age  and  raised  by  a 
neighbor,  Nurjahan  was  married  at  12  only  to  be  abandoned  by  her  husband  a  year  later  while 
three  months  pregnant.   She  returned  to  the  family  who  had  raised  her,  cooking  for  them  while 
raising  her  son.    Before  joining  Grameen,  Nurjahan  had  never  earned  more  than  $37.50  in  a  year 
and  owned  no  land.   After  five  years  with  Grameen  her  aimual  income  is  $250  (nearly  twice  the 
national  average)  and  she  owns  two  goats,  one  pregnant  cow,  10  hens,  and  two-thirds  of  an  acre 
of  land.    Seasonally,  she  employs  two  farm-hands  to  assist  with  her  rice  crop.    In  a  country 
where  only  46  percent  of  the  children  reach  grade  five,  Nuijahan's  son  is  now  in  8th  grade. 

Another  of  our  group  asked  a  borrower  if  she  would  rather  have  received  her  loan  in  the  form  of 
a  gift. 

"If  I  am  given  a  gift,"  she  answered,  "it  is  not  for  development,  it  is  just  to  enjoy.   If  it  is  a  gift, 
I  think  I  get  it  for  free  so  I  have  no  tension.   I  can  use  it  any  way  [I  want] .   If  I  get  a  loan,  I 
have  pressure  to  pay  back  and  will  work  hard.   A  gift  makes  a  person  lazy,  inactive,  and 
destroys  a  community." 

But  while  some  members  of  Congress  may  hear  this  wisdom  from  rural  Bangladesh  as   testimony 
in  support  of  their  social  agenda  they  should  note  another  axiom  from  Grameen  Bank.   Bank 
founder  Muhammad  Yunus  instructs  the  Grameen  staff  to  constantly  ask  themselves  if  their 
policies  and  actions  will  create  more  misery  and  poverty  for  the  borrowers  or  less. 

We  emerged  from  our  conversations  with  Grameen  borrowers  with  one  question:    "How  can  we 
more  rapidly  expand  these  programs  which  eradicate  poverty  and  unleash  the  human  spirit?"     It 
is  a  question  that  needs  to  be  considered  by  all  of  us  concerned  with  a  sustainable  and  humane 
future  for  our  world. 

That's  why  micro  credit  leaders  around  the  globe  are  endorsing  the  goal  of  reaching  100  million 
of  the  world's  poorest  families,  especially  the  women  of  those  families,  with  micro  credit  loans 
for  self-employment  by  2005.    Embracing  this  goal  and  moving  toward  it  is  something  we  can  do 
for  the  poor,  for  the  hungry,  for  the  economically  and  politically  disenfranchised.    And,  as 
Grameen's  financial  successes  prove,  it's  also  something  some  of  us  can  pursue  for  the  profit! 

In  conclusion,  I  commend  your  intentions  to  look  at  the  value  and  success  of  specific  programs  in 
your  review  of  foreign  assistance.    I  strongly  urge  the  committee  to  look  to  those  programs  found 
in  the  James  P.  Grant  World  Summit  for  Children  Implementation  Act  of  1995.     In  addition 
special  attention  should  be  given  to  microenterprise  programs  for  the  poorest. 
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Endorsers  of  the 

James  P.  Grant  World  Summit  for  Children  Implementation 

Act  of  1995  (HR966) 


As  of  March  23,  1995 


Academy  for  Educational  Development 
Advocates  for  Youth 
Alliance  for  Child  Survival 
American  Association  for  World  Health 
American  College  of  Nurse-Midwives 
American  Jewish  World  Service 
Appropriate  Technology  International 
Association  for  Childhood  Education 

International 
Association  of  Third  World  Affairs 
Bread  for  the  World 
CEDPA-Center  for  Development 

and  Population  Activities 
Center  of  Concern 
Child  Health  Foundation 
CHILDHOPE  International 
Childreach 

Children's  Aid  International 
Children's  Survival  Fund,  Inc. 
Christian  Children's  Fund,  Inc. 
Church  World  Service  and  Witness 
Community  Action  International  Alliance 
CONCERN/America 
Congressional  Hunger  Center 
The  Debt-for-Development  Coalition 
Direct  Relief  International 
End  Hunger  Network 
FINCA  International 
Freedom  from  Hunger 
Heifer  Project  International 
Helen  Keller  International 
The  Hunger  Project 
Immigration  and  Refugee  Services 

of  America 
International  Aid,  Inc. 
International  Center  for  Research 

on  Women 
International  Eye  Foundation 
International  Lifeline 
International  Medical  Services 

for  Health  (INMED) 
International  Reading  Association 
International  Rescue  Conunittee 


International  Voluntary  Services 
Islamic  African  Relief  Agency,  USA 
Katalysis  North/South  Development 

Partnership 
Laubach  Literacy  Action 
MAP  International 
Maryknoll  Justice  and  Peace  Office 
MaryknoU  Mission  Association  of  the 

Faithful 
MaryknoU  Sisters  Office  of  Social 

Concerns 
National  Council  for  International  Health 
National  Peace  Corps  Association 
National  Wildlife  Federation 
Near  East  Foundation 
Nicaragua-United  States  Friendship  Office 
Nurture/  Center  to  Prevent  Childhood 

Malnutrition 
Operation  USA 
Oxfam  America 
Partners  of  the  Americas 
Population  Action  International 
Population  Communication 
Refugees  International 
RESULTS 
Save  the  Children 

Southeast  Asia  Resource  Action  Center 
Trickle  Up 

United  Church  Board  for  World  Ministries 
United  Church  of  Christ  -  Hunger  Action 
United  Church  of  Christ,  Office  for 

Church  in  Society 
U.S.  Coalition  for  Education  for  All 
U.S.  Committee  for  Refugees 
U.S.  Committee  for  UNICEF 
Women's  International  League  for 

Peace  and  Freedom 
World  Concern 
World  Education 
World  Hunger  Year 
World  Neighbors 
YWCA  of  the  USA 
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Thursday,  March  30,  1995. 

LATIN  AMERICAN  SMALL  BUSINESS  DEVELOPMENT 
PROGRAM  AND  THE  INSTITUTE  FOR  REPRODUCTIVE 
HEALTH  PROGRAM 

WITNESS 
FATHER  GUILETTI,  GEORGETOWN  UNIVERSITY,  WASfflNGTON,  D.C. 

Mr.  Callahan.  Mr.  Guiletti? 

Father  GuiLETTL  Good  morning,  Mr.  Chairman. 

Mr.  Callahan.  Nice  to  see  you,  sir,  how  are  you? 

Mr.  Callahan.  What  did  you  do  with  Father  George? 

Father  GuiLETTL  He  had  to  leave.  He  had  to  give  mass  at  a 
church  nearby. 

Mr.  Callahan.  We  appreciate  your  coming,  please  proceed. 

Father  GuiLETTL  Good  morning,  Mr.  Chairman,  and  members  of 
your  committee,  and  your  hard-working  staff,  thank  you  for  the 
chance  to  speak  with  you. 

Our  testimony  from  Georgetown  University  is  on  file  with  you  so 
I  will  not  read  anjdhing  from  it.  However,  I  would  like  to  make  a 
few  points  that  I  think  will  be  helpful  to  understand  what  we  are 
doing  and  what  we  plan  to  do  in  terms  of  assisting  people  in  South 
America,  Central  Ainerica,  Southeast  Asia  and  East  Central  Eu- 
rope. 

I  would  like  to  speak  for  a  moment  about  our  program,  just 
called  the  Georgetown  CASS  program.  This  program  focuses  pri- 
marily on  Central  American,  South  American  and  Caribbean  na- 
tions. 

Over  the  last  10  months  the  independent  consulting  agency,  the 
evaluation  agency,  AGIDA  International  did  a  full  examination  of 
our  programs,  the  impacts  of  the  programs  in  the  region,  as  well 
as  in  the  United  States. 

And  I  am  happy  to  tell  you  that  we  have  a  fine  recommendation 
from  them  which  is  open  to  public  information. 

Another  point  I  would  like  to  bring  up  is  that  even  with  the  low- 
ering of  aid,  for  foreign  aid,  we  have  been  able  to  maintain  very 
high  numbers  in  the  persons  we  train.  For  example,  this  summer 
just  in  the  Central  Ajnerican  and  Caribbean  area,  alone,  we  are 
bringing  300  young  adults  to  the  United  States  for  training  in  14 
technical  fields  of  study. 

Each  of  these  people  represent  very  poor  people,  economically 
disadvantaged  people,  mainly  from  the  rural  areas  who  are  leaders 
in  their  communities,  in  their  churches,  in  their  cooperatives,  and 
who  have  made  a  solid  commitment  to  return. 

This  last  August  98.2  percent  of  the  300-odd  people  who  came 
here  two  years  ago  for  this  training  program  returned.  That  is  an 
extraordinary  return  rate.  I  like  to  mention  that  and  to  put  that 
on  the  record. 

I  think  it  would  be  helpful  to  mention  to  you,  to  all  of  you,  that 
we  are  beginning  at  the  request  of  U.S.  Agency  for  International 
Development  this  year,  in  August,  two  innovative  and  important 
programs  for  Haiti.  As  you  know,  hospital  administrators,  doctors 
and  teachers  were  among  the  people  who,  many  people  who  dis- 
appeared and  unfortunately  died  during  that  terrible  time.  We  are 
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bringing  30  men  and  women  from  Haiti  to  train  them  in  Creole, 
in  hospital  administration. 

We  are  also  bringing  30  men  and  women  to  train  them  in  Creole 
in  secondary  and  primary  school  administration.  There  are  very 
few  principals  and  administrators  who  are  trained  to  work  in  Haiti 
and  we  feel  this  is  a  very  important  contribution  to  make  to  the 
area. 

Lastly  the  U.S.  Agency  for  International  development  has  asked 
us  to  really  focus  a  lot  of  our  work,  our  education  work,  on  long- 
distance training  in  telecommunications.  I  am  happy  to  say  that  by 
the  time  618  people,  who  are  presently  in  training  programs  finish, 
each  of  them  will  be  Internet  qualified. 

Over  and  above  that,  3,000  alumni  will  have  access  to  bulletin 
boards  we  have  designed  in  14  fields  of  study  where  they  can  inter- 
act with  professors  in  the  United  States  and  in  many  areas  of  in- 
dustry, and  be  able  to  enter  into  seminars  and  ask  questions  and 
receive  answers  to  their  specific  questions  in  the  reading,  which  in- 
creases justice,  and  justice-built  peace. 

I  am  very  pleased  to  be  able  to  speak  with  you  for  a  short  time 
this  morning.  I  want  to  thank  you  for  your  help  in  the  past.  I  know 
you  have  appreciated  what  we  have  done,  and  it  is  very  cost-efiec- 
tive.  I  am  asking  that  you  think  of  us  again  this  year,  and  consider 
the  good  we  have  done,  and  the  good  we  are  committed  to  doing 
in  the  future. 

Mr.  Callahan.  We  appreciate  that. 

Through  what  vehicle  do  you  see  the  funds  for  this? 

Father  Guilettl  The  funding  is  through  the  U.S.  Agency  for 
International  Development.  It  is  through  them. 

It  is  a  cooperative  agreement  with  AID  and  in  the  past  we  have 
had  earmarks  for  the  past  years.  In  the  last  two  years  we  worked 
with  report  language. 

Mr.  Wilson.  How  much  money? 

Father  Guilettl  We  received  $18.1  million  last  year,  and  we 
will  increase  our  service  and  the  number  of  people  we  are  training 
at  the  same  price  this  year,  by  at  least  50  people. 

Mr.  Wilson.  And  all  the  people  you  are  training  report  to 
Georgetown  University,  here? 

Father  GuiLETTl.  No.  Actually  all  our  training,  at  least  for  this 
particular  program  I  talked  about  this  morning,  is  done  across  the 
U.S.  in  25  colleges  and  universities  in  15  States. 

Mr.  Wilson.  Thank  you. 

Mr.  Callahan.  Father,  we  have  Father  Paul  Tipton  who  is 

Father  GuiLETTl.  Oh,  my  friend,  Paul,  sure. 

Mr.  Callahan.  Yes,  your  friend,  Paul,  who  is  also  my  friend.  He 
expresses  to  me,  every  time  I  see  him  which  is  generally  once  a 
week,  the  importance  of  funding  your  program  and  every  other  pro- 
gram that  the  Jesuits  are  interested  in.  [Laughter.] 

Father  Guilettl  I  wish  the  Pope  felt  the  same  way.  [Laughter.] 

Mr.  Callahan.  You  know,  I  might  just  break  this,  we  are  getting 
behind.  But  I  cannot  speak  for  the  Pope  but  they  do  call  us  Car- 
dinals now. 

Father  GuiLETTI.  I  see. 

Mr.  Callahan.  And  if  I  am  a  Cardinal  I  was  appointed  to  this 
position  by  Bob  Livingston  which  ought  to  make  him  the  Pope. 
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But  the  frightening  thing  about  that,  if  I  am  a  Cardinal,  thus, 
Livingston  is  a  Pope,  what  does  that  make  Gingrich? 

Father  GuiLETTi.  Can  I  take  the  bit?  [Laughter.] 

Mr.  Callahan.  Is  Father  Drinan  still  at  large  up  there? 

Father  Guilettl  Oh,  yes,  he  is  working  almost  day  and  night  at 
the  law  school 

Mr.  Callahan.  Please  give  him  my  regards. 

Father  Guilettl  Sure,  I  will  be  happy  to  do  that.  Thanks  for 
your  time,  I  appreciate  it. 

[The  information  follows:] 
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Mr.  Chairman  and  members  of  the  Committee,  I  am  Rev.  Harold  Bradley,  Assistant  to 
the  President  of  Georgetown  University.  Thank  you  for  the  opportunity  to  testify  on  the  Latin 
American  Small  Business  Development  program  and  the  Instimte  for  Reproductive  Health 
program. 

We  are  pleased  to  announce  that  Georgetown  University  will  launch  its  ambitious  three- 
year  program  of  Latin  American  small  business  development  this  March.  Georgetown,  through 
its  Center  for  International  Business  Education  and  Research  (CIBER),  expects  to  receive  a  $6 
million  grant  from  the  Multilateral  Investment  Fund  (MIF)  of  the  Inter- American  Development 
Bank  (IDB),  and  has  already  received  satellite  equipment  and  in-kind  contributions  from  NASA. 
The  program  will  institute  small  business  development  centers  at  Javieriana  University  in  Santafe 
de  Bogota,  Colombia,  and  Catholic  University  in  Quito,  Ecuador.  Each  South  American 
university  is  acclaimed  as  the  preeminent  academic  institution  of  its  country,  with  business  and 
organizational  networks  established  nationwide.  Combined  matching  funds  in  the  amount  of 
$7,705,951  are  being  contributed  by  the  three  universities. 

The  objectives  of  the  Georgetown  program  are  well  in  concert  with  the  IDB/MIF  mission 
of  sustainable  development  through  economic  growth  and  revitalized  private  investment.  We 
have  made  every  effort  to  ensure  that  the  Georgetown  program  focuses  on  the  crucial  component 
to  successful  free  market  reform  in  Latin  America:  the  orientation  of  small  businesses  toward 
export.  Small  enterprises  are  involved  in  these  economies-but  insufficiently  so;  they  remain 
isolated  from  the  international  market  and  demand  comprehensive  training.  Through  the  services 
of  these  two  centers,  these  entrepreneurs  will  tap  into  U.S.  business  expertise  and  resources  as 
they  look  to  enter  the  external  arena. 

This  initiative  is  not  U.S.  aid.  It  is  rather  a  multilaterally  financed  pilot  program  which 
aims  at  founding  permanent  developmental  instimtions.  Consequently,  we  are  confident  that  the 
Departments  of  Treasury  and  Commerce  would  strongly  favor  the  creation  new  investment 
avenues  stemming  from  a  strategic  and  self-sustaining  development  of  this  important  sector  of 
these  growing  democracies.  This  landmark  initiative  will  not  only  increase  investment 
opportunities  in  Colombia  and  Ecuador,  but  will  also  avail  to  U.S.  leaders  an  unprecedented 
access  to  their  key  business  actors.  As  these  economies  grow  with  increased  small  business 
activity,  so  will  their  markets  for  U.S.  investment,  as  well  as  goods  and  services. 

Numerous  studies  on  the  climate  of  small  business  have  been  conducted  by  business 
chambers,  NGOs  and  governmental  agencies  working  in  these  countries.  All  have  averred  that 
cutting  edge  technical  assistance  and  international  management  strategies,  to  name  but  a  couple, 
are  direly  needed  by  small  business  managers.    Moreover,  these  investigations  concluded  that 
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not  only  is  personalized  training  and  technical  consultation  in  great  need,  but  that  owners  and 
managers  call  for  greater  access  to  foreign  markets  and  external  actors  in  order  to  establish 
overseas  partnerships.  With  policymakers  marshalling  economic  reform  in  these  two  countries, 
this  internationalization  of  businesses  will  invigorate  their  middle  class--and  economies. 

Georgetown's  campus  here  in  Washington  will  serve  as  the  locus  of  the  entire  program. 
Training  and  class  instruction,  meetings,  conferences,  and  business  research  data  all  will  be 
transmitted  from  Georgetown  via  the  ACTS  satellite  to  each  South  American  university.  The 
Georgetown  program  will  take  advantage  of  this  dynamic  educational  medium  which  allows  live, 
interactive  audio  and  visual  conununication  seven  days  a  week.  Topics  and  issues  constituting 
the  educational  content  will  range  from  international  finance,  international  marketing  and 
export/import  strategies,  to  joint  ventures  and  subcontracting  with  U.S.  actors.  The  program 
will  stress  export  orientation  and  the  development  of  business  partnerships  with  U.S.  businesses. 

These  discrete  Georgetown  services  will  be  directed  to  the  small  business  development 
centers  at  each  university,  which,  in  turn,  will  proactively  reach  out  into  their  economies  both 
to  attend  to  preexisting  business  needs,  as  well  as  to  cultivate  new  entrepreneurs.  Into  these 
institutional  hubs,  other  non-governmental  organizations  such  as  cooperatives,  associations  and 
chambers  of  commerce  will  be  integrated  in  order  to  create  a  small  business  network  of  tailored 
services,  information  and  technical  assistance.  Thus,  a  multiplier  effect  will  take  hold  to 
stimulate  all  comers  of  the  Ecuadoran  and  Colombian  small  business  sector.  The  great  degree 
of  flexibility  of  the  program-both  its  content  and  communication-will  guarantee  responsiveness 
to  the  changing  needs  of  businesses  in  Colombia  and  Ecuador  using  U.S.  business  expertise. 

The  program  will  finance  itself  in  three  years.  Both  small  business  development  centers 
in  South  America  will  become  self-sustaining  by  the  end  of  the  three-year,  IDB/MIF-sponsored 
term.  IDB/MIF  and  NASA  contributions  are  intended  for  start-up  costs,  and  will  be  replaced 
by  user-fee  revenues  collected  by  each  center.  Additionally,  Georgetown  University's  satellite 
facilities  will  also  be  self-sustaining  in  three  years.  It  is  expected  that  for  each  country, 
hundreds  of  new  enterprises  will  be  created  as  a  result  of  the  activities  of  these  two  South 
American  centers. 

Indeed,  this  program  is  very  timely.  The  recent  Summit  of  the  Americas  confirmed  the 
widespread  climate  of  optimism  and  of  cooperation  toward  free  trade  and  democracy.  Free 
markets,  small  business  activity,  and  sound  governance  all  go  hand  in  hand.  We  view  this 
cooperative  effort  as  an  underpinning  to  the  continued  success  of  the  democratic  processes  firmly 
underway  in  Ecuador  and  Colombia.  As  the  U.S.  guides  democracy  in  our  own  hemisphere, 
we  expect  tremendous  results  in  the  private  sector  development  of  Colombia  and  Ecuador  which 
will  engender  unprecedented  domestic  growth  and  subsequent  business  cooperation  between  the 
these  two  countries  and  the  U.S. 


The  Institute  for  Reproductive  Health 

The  Institute  of  Reproductive  Health,  Georgetown  University,  is  funded  through  a 
cooperative   agreement  with  USAID,   through  the  Agency's   Global  Bureau,    Population/ 
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Health/Nutrition,  Research  Division.  The  total  value  of  this  5-year  agreement  is  $17.5.  These 
funds  support  our  work  in  countries  throughout  the  developing  world,  including  Asia,  Latin 
America,  Africa,  the  Near  East,  and  the  Newly  Independent  States,  to  increase  the  availability 
and  quality  of  Natural  Family  Planning  Services,  and  to  increase  and  enhance  breastfeeding  for 
child  spacing.  The  program  collaborates  with  both  public  and  private  sector  institutions  in 
developing  countries,  with  researchers  in  other  universities  in  the  U.S.,  and  with  other 
international  population,  health,  and  family  planning  donors. 

While  the  funding  level  for  this  program  is  relatively  low,  particularly  compared  to 
USAID's  support  of  other  family  planning  methods,  it  has  demonstrated  an  excellent  multiplier 
effect.  For  example,  the  program  has  invested  approximately  $120,000  to  train  nursing  staff 
of  the  City  of  Nairobi  Health  Department  to  provide  services.  The  Health  Department  has 
allocated  as  least  double  this  amount  from  its  own  resources  to  support  the  training  and  the 
supervision  of  the  nursing  staff.  In  the  Philippines,  initial  support  was  given  to  NFP  teachers 
and  outreach  workers  who  are  stall  members  of  a  non-governmental  organization  (NGO). 
Subsequently,  the  NGO  was  able  to  train  these  workers  and  assist  them  to  develop  self-financing 
activities  (including  sale  of  household  items  and  home-based  production)  which  now  support 
their  work  in  NFP.  In  Ecuador,  the  program  made  a  small  investment  (approximately  $50,0(X)) 
for  activities  focusing  on  adolescents.  In  response,  UNFPA  is  now  supporting  similar  activities 
in  Ecuador  at  over  20  times  that  funding  level. 

Without  the  funds  the  Institute  for  Reproductive  Health  receives  from  US  AID,  this 
multiplier  effect  would  cease.  The  technical  and  program  development  expertise  as  well  as  the 
start-up  funding  we  provide  would  not  be  available.  As  a  result,  support  from  other  sources 
would  not  be  forthcoming. 

Georgetown's  Institute  for  Reproductive  Health  has  a  unique  capability  to  carry  out  this 
program.  Working  though  a  world-wide  university  network,  involving  governments  and  non- 
profit groups  who  are  encouraged  by  the  skills  and  credibility  we  provide,  and  building  on  the 
expertise  of  Georgetown's  academic  and  medical  programs,  we  are  able  to  work  successfully 
in  countries  around  the  world  to  assist  USAID  in  its  efforts  to  address  unmet  need  for  family 
planning  and  improve  the  quality  of  family  planning  and  reproductive  health  services. 

We  have  worked  in  this  capacity  with  USAID  since  1985.  Our  current  cooperative 
agreement  is  scheduled  to  end  in  1996.  To  maintain  our  efforts  and  ensure  the  continued 
multiplication  of  funds  to  support  the  programs  with  which  we  work,  we  request  a  minimum  of 
$5  million  per  year  for  the  remainder  of  this  funding  period,  and  we  request  consideration  of 
a  follow  on  program  at  this  same  level. 
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Thursday,  March  30,  1995. 
COUNCIL  OF  LEBANESE-AMERICAN  ORGANIZATIONS 

WITNESS 

DAVID   EPPERLY,   POLICY  COORDINATOR,   COUNCIL  OF  LEBANESE- 
AMERICAN  ORGANIZATIONS  (CLAO) 

Mr.  Callahan.  Mr.  Epperly? 

Mr.  Epperly.  Thank  you,  Mr.  Chairman,  and  good  morning. 

I  will  get  started  and  try  to  be  brief.  My  name  is  David  Epperly 
and  I  am  testifying  on  behalf  of  the  Council  of  Lebanese-American 
Organizations  [CLAO]  and  the  council  is  a  federation  of  local,  re- 
gional and  national  organizations  representing  the  aspirations  of 
over  3  million  Americans  of  Lebanese  descent. 

The  council  works  to  further  the  cause  of  freedom  and  sov- 
ereignty for  Lebanon,  commencing  with  the  immediate,  complete, 
and  unconditional  withdrawal  of  Syrian  occupation  forces  from 
Lebanese  territory. 

The  council  acts  to  promote  ties  of  friendship  and  cooperation  be- 
tween the  United  States  and  Lebanon  based  on  principles  of  de- 
mocracy and  human  rights.  With  this  brief  background,  please 
allow  me  to  outline  our  concerns  and  suggestions  for  this  sub- 
committee. 

CLAO  realizes  the  subcommittee's  function  is  not  to  sort  out  or 
correct  the  very  complicated  politics  of  Lebanon.  However,  CLAO 
requests  that  you  factor  in  this  complexity  when  you  making  deci- 
sions about  Lebanon's  needs. 

The  situation  in  Lebanon  continues  to  be  a  matter  of  very  deep 
concern  for  all  American  Lebanonese.  While  many  nations  through- 
out the  world  have  experienced  a  renaissance  of  freedom  and  de- 
mocracy, during  recent  years,  Lebanon  is  entering  the  dark  ages  as 
a  result  of  the  defacto  annexation  by  Syria. 

Dictatorship,  terrorists  and  drug  trafficking  state — all  of  us  who 
care  deeply  about  Lebanon  must  work  together  to  return  Lebanon 
to  the  family  of  free  nations.  We  cannot  rely  on  the  good  will  of 
Syria  to  promote  democracy.  We  should  seek  a  Lebanon  free  of  for- 
eign control  and  free  of  political  oppression  and  domination. 

I  would  like  to  summarize  our  concerns  and  they  are  as  follows. 
There  seems  to  be  no  attempt  to  address  the  basic  issue  of  Syrian 
occupation  of  Lebanon  or  even  Syria's  supposed  scheduled  with- 
drawal from  the  country.  While  U.S.  policy  remains  fixated  on  sup- 
porting the  full  implementation  of  the  so-called  Taif  agreement,  the 
clauses  in  that  document  pertaining  to  Syrian  redeplojmient  to  the 
Bekaa  Valley  as  they  have  been  interpreted  by  the  State  Depart- 
ment are  all  but  being  ignored. 

Numerous  recognized  international  and  local  human  rights  orga- 
nizations have  repeatedly  documented  and  published  findings  con- 
cerning grave  Syrian  human  rights  violations  of  innocent 
Lebanonese  civilians.  The  1994  State  Department  Annual  Report 
on  Human  Rights  recount  some  of  those  abuses. 

However,  the  U.S.  Government  is  so  far  failed  to  translate  its 
knowledge  of  these  violations  into  specific  policy  measures  requir- 
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ing  Syria  to  rectify  its  behavior  in  Lebanon  and  desist  from  engag- 
ing in  further  repression. 

The  council  strongly  recommends  that  all  appropriations  by  this 
committee  to  Lebanon  be  channeled  through  responsible  private  as- 
sistance organizations  already  in  place  in  Lebanon  which  can  and 
will  verify  the  aid  is  actually  received  by  the  Lebanonese  people. 

It  is  the  council's  recommendation  that  the  Appropriations  Com- 
mittee carefully  review,  evaluate,  and  consequently,  increase  the 
aid  package  designed  to  Lebanon  to  $30  million.  No  aid  should  go 
through  Syrian-controlled  governmental  agencies  until  free  and  fair 
elections  are  held. 

The  conditions  for  any  free  and  fair  elections  are  as  follows.  The 
total  withdrawal  of  the  Syrian  army  and  all  other  foreign  troops 
from  Lebanon  and  the  effective  disarming  of  all  militias.  Any  Syr- 
ian redeployment  is  meaningless  unless  accompanied  by  the  with- 
drawal of  their  secret  services  and  hit  squads.  A  guarantee  of  op- 
portunity for  every  Lebanonese  citizen  to  campaign  freely  for  any 
public  office.  The  formation  of  a  provisional  government  of  national 
salvation  that  would  be  charged  with  organizing  free  and  fair  elec- 
tions under  UN  supervision  and  the  guarantee  of  the  right  to  vote 
for  all  displaced  Lebanonese,  including  those  inside  and  outside  the 
country. 

Obviously  we  are  pretty  concerned  about  the  overall  occupation 
and  abysmal  situation  in  Lebanon  and  the  situation  is  getting 
worse.  There  is  30  percent  unemployment.  There  is  45  percent  de- 
crease in  purchasing  power  to  the  average  citizen.  There  is  180  per- 
cent inflation  and  95  percent  of  the  population  is  below  the  poverty 
line. 

So,  although  it  appears  that  things  are  getting  better  in  Lebanon 
because  we  are  not  hearing  a  lot  about  it,  it  is  really  not  that  good 
over  there.  And  the  people  are  really  shaking  under  the  yoke  of  a 
foreign  oppressor,  because  Syria  does  not  belong  there.  And  that  is 
the  feeling  of  most  Americans  of  Lebanonese  descent.  And  we  only 
want  the  Lebanonese  to  have  what  we  have,  an  opportunity  to  live 
free  and  just  coexist  with  everybody  else  and  it  is  not  happening 
right  now. 

[The  information  follows:] 
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My  name  is  David  Epperly  and  I  am  testifying  on  behalf  of  the  Council  of  Lebanese  American 
Organizations  (CLAO).  The  Council  is  a  federation  of  local,  regional  and  national  organizations 
representing  the  aspirations  of  three  million  Americans  of  Lebanese  descent.  The  council  works 
to  further  the  cause  of  freedom  and  sovereignty  for  Lebanon  commencing  with  the  immediate, 
complete  and  unconditional  withdrawal  of  Syrian  occupation  forces  from  Lebanese  territory. 
The  council  acts  to  promote  ties  of  friendship  and  cooperation  between  the  United  States  and 
Lebanon  based  on  the  principles  of  democracy  and  human  rights. 

With  this  brief  background  information,  please  allow  me  to  outline  our  concerns  and  suggestions 
for  this  Subcommittee.  CLAO  realizes  that  this  Subcommittee's  function  is  not  to  sort  out  or 
correct  the  very  complicated  politics  of  Lebanon.  However,  CLAO  requests  that  you  factor  in 
this  complexity  when  making  decisions  about  Lebanon's  needs. 

The  situation  in  Lebanon  continues  to  be  a  matter  of  very  deep  concern  to  all  American 
Lebanese.  While  many  nations  throughout  the  world  have  experienced  a  renaissance  of  freedom 
and  democracy  during  recent  years,  Lebanon  is  entering  the  dark  ages  as  a  result  of  its  de  facto 
annexation  by  Syria,  a  dictatorship,  terrorist  and  drug  trafficking  state.  All  of  us  who  care 
deeply  about  Lebanon  must  work  together  for  its  return  to  the  family  of  free  nations.  We  cannot 
rely  on  the  "goodwill"  of  Syria  to  promote  democracy.  We  should  seek  a  Lebanon  free  of 
foreign  control  and  free  from  political  oppression  and  domination. 

Lebanon  is  no  longer  an  independent  country.  More  than  forty  thousand  Syrian  troops  control 
ninety  percent  of  its  territory,  and  Syrian  installed  officials  occupy  all  positions  of  authority 
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within  Lebanon's  government,  parliament  and  army.  The  country's  domestic  and  foreign 
policies  now  reflect  Syrian  objectives,  not  Lebanese  needs.  The  Lebanese  are  not  the  real 
players  on  the  political  scene.  No  decision  can  be  taken  without  authorization  from  Damascus. 

As  the  principal  umbrella  organization  representing  the  vast  majority  of  American  Lebanese,  we 
feel  it  is  timely  to  call  your  attention  to  some  of  the  deep  concerns  expressed  within  our 
community  regarding  Lebanon's  role  in  the  peace  process  and  the  ultimate  fate  of  Lebanon's 
freedom,  independence  and  sovereignty.  It  is  certainly  no  secret  that  all  free  voices  in  Lebanon 
have  been  effectively  silenced  by  Syria  and  its  surrogates,  and  consequently  Lebanese  popular 
will  is  not  being  represented  in  the  ongoing  peace  negotiations.  For  this  reason,  we  fear  that 
these  much  awaited  peace  agreements  will  eventually  be  concluded  at  the  expense  of  the  basic 
rights  and  freedoms  of  the  Lebanese  people. 

Our  concerns  can  be  summarized  as  follows: 

•  There  seems  to  be  no  attempt  to  address  the  basic  issue  of  Syrian  occupation  of  Lebanon 
or  even  Syria's  supposed  scheduled  withdrawal  from  the  country. 

•  While  official  U.S.  policy  remains  fixated  on  supporting  the  full  implementation  of  the  so- 
called  Taif  agreement,  the  clauses  in  that  document  pertaining  to  Syrian  redeployment  to 
the  Bekaa  Valley  as  they  have  been  interpreted  by  the  State  Department,  are  being  all  but 
ignored. 
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•  Numerous  recognized  international  and  local  human  rights  organizations  have  repeatedly 
documented  and  published  findings  concerning  grave  Syrian  violations  of  the  rights  of 
innocent  Lebanese  civilians.  The  1994  State  Department  annual  report  on  human  rights 
recounted  some  of  those  abuses.  However,  the  U.S.  Government  has  so  far  failed  to 
translate  its  knowledge  of  these  violations  into  specific  policy  measures  requiring  Syria  to 
rectify  its  behavior  in  Lebanon  and  desist  from  engaging  in  further  repression. 

•  All  the  talk  about  the  reconstruction  of  occupied  Beirut  and  the  recovery  of  Lebanon's 
economy  is  so  far  just  that:  talk.  The  Syrian  installed  Hariri  government  has  only 
succeeded  in  raising  taxes  on  an  already  impoverished  Lebanese  population.  It  is 
confiscating  large  tracts  of  prime  real  estate  in  downtown  Beirut  for  an  reconstruction 
scheme  that  will  ruin  the  city's  archeological  sites  while  enriching  a  handful  of  tycoons. 
The  government  is  ignoring  the  country's  collapsed  infrastructure  such  as  electricity, 
telephone,  water,  sewage  treatment  and  garbage  collection  while  making  grandiose  promises 
to  the  contrary  for  public  consumption.  It  is  promoting  the  false  image  that  the  country 
under  the  present  conditions  of  occupation  is  secure  and  tranquil  when  in  fact  instances  of 
bombings,  abductions,  assassinations,  detention,  extortion,  vigilante  "justice"  by  religious 
fanatics  -  not  to  mention  robberies,  armed  assaults  and  Syrian  heavy  handedness  —  continue 
to  increase. 

The  Council  strongly  recommends  that  all  appropriations  by  this  Committee  to  Lebanon  be 
channeled  through  responsible  private  assistance  organizations  already  in  place  in  Lebanon  which 
can  and  will  verify  that  the  aid  is  actually  received  by  the  Lebanese  people.   The  International 
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Red  Cross,  the  Catholic  Near  East  Welfare  Association  and  Save  the  Children  are  examples  of 
groups  that  have  worked  successfully  in  Lebanon.  Choosing  any  other  channel,  particularly  the 
puppet  government  in  place  today,  will  most  certainly  result  in  funds  being  used  for  the 
repayment  of  political  favors  and  the  black  market  becoming  the  distribution  mechanism  for 
goods  generously  provided  by  the  people  of  the  United  States. 

It  is  the  Council's  recommendation  that  the  Appropriations  Committee  carefully  review,  evaluate 
and  consequently  increase  the  aid  package  designated  for  Lebanon  to  thirty  million  dollars. 
Private  voluntary  organizations  can  do  much  to  alleviate  the  suffering  of  the  Lebanese  people 
due  to  the  country's  deteriorating  economic  situation.  No  aid  should  go  through  Syrian 
controlled  governmental  agencies  until  free  and  fair  elections  are  held.  The  council  would  like 
to  emphasize  that  no  election  in  Lebanon  will  be  acceptable  under  the  present  circumstances  of 
total  Syrian  control  over  Lebanese  affairs.    The  conditions  for  any  free  and  fair  elections  are: 

The  total  withdrawal  of  the  Syrian  army  and  all  other  foreign  troops  from  Lebanon  and  the 
effective  disarming  of  all  militias.  Any  Syrian  redeployment  is  meaningless  unless 
accompanied  by  the  withdrawal  of  their  secret  services  and  hit  squads; 

A  guarantee  of  the  opportunity  for  every  Lebanese  citizen  to  campaign  freely  for  any  public 
office; 

The  formation  of  a  provisional  government  of  national  salvation  that  would  be  charged  with 
organizing  free  and  fair  elections  under  U.N.  supervision,  and; 
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The  guarantee  of  the  right  to  vote  for  all  displaced  Lebanese  including  all  those  inside  and 
outside  the  country. 

Both  the  Council  and  I  appreciate  the  opportunity  to  express  our  concerns  and  suggestions  before 
this  Subcommittee.  We  hope  that  you  will  incorporate  them  into  your  decision  making  process. 
Thank  you. 
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Mr.  Callahan.  We  appreciate,  Mr.  Epperly,  and  we  will  put  your 
testimony  in  the  record.  I  might  tell  you  that  we  have  a  rather 
large  Lebanonese  community  in  Alabama  where  I  reside.  For  my 
first  eight  years  in  Congress  they  told  me  that  the  problems  with 
this  administration  and  focusing  on  the  true  problems  of  Lebanon 
had  to  do  primarily  because  of  Ronald  Reagan  and  George  Bush. 
The  Chairman  of  the  Democratic  Party  in  Mobile  is  also  head  of 
the  Lebanonese  community  organization,  whatever  it  is. 

I  wonder  if  your  national  organization  feels  like  that  President 
Clinton  is  doing  more,  or  is  he  doing  about  the  same  or  is  this  ad- 
ministration doing  more  or  less  to  insist  that  Syria,  which  inciden- 
tally I  share  that  view.  I  think  we  should  insist  that  Syria  get  out 
of  Lebanon.  I  think  Israel  should  get  out.  I  think  that  everybody 
should  get  out  of  Lebanon  except  Lebanonese. 

But  they  are  very  critical  of  me,  somehow  confused  that  I  was 
a  member  of  the  administrative  branch  of  government  and  thinking 
that  I  could  just  go  up  there  and  tell  Syria  to  get  out. 

Mr.  Epperly.  Well,  I  think  I  know  who  you  are  talking  about 
down  there. 

Mr.  Callahan.  Please  do  not  have  them  write  me  more  letters. 

Mr.  Epperly.  I  can  only  give  you  a  biased  answer  because  I  am 
a  Republican  and  I  have  been  one  for,  ever  since  I  have  been  able 
to  vote.  And  there  is  certainly  not  a  complete  consensus  in  the 
American  Lebanonese  community  in  terms  of  how  we  participate  in 
the  American-U.S.  process. 

We  have  Democrats  and  we  have  Republicans.  Obviously  again, 
I  know  who  you  are  referring  to  and  they  are  very  vocal  and  they 
are  Democrats.  And  so  that  is  to  be  expected. 

I  think  that  Ronald  Reagan  did  a  fine  job  in  Lebanon  and  that 
was  all  derailed  because  of  Syrian  actions  in  Lebanon.  The  240  Ma- 
rines that  we  lost  in  Lebanon  that  everybody  seems  to  have  forgot- 
ten about,  Syria  had  a  hand  in  that.  And  now  we  are  sitting  down 
at  the  table  talking  to  Hafez  Assad  when  he  killed  our  Marines. 

And  the  same  thing  with  the  embassy  bombings.  We  had  two  em- 
bassies that  were  blown  up,  and  Syrians  were  behind  that.  And  the 
kidnapping  of  innocent  civilians,  the  U.S.  civilians  in  Lebanon, 
Syria  was  involved  in  that  also  and  now  we  seem  to  have  forgotten 
all  of  that. 

Personally,  I  do  not  forget  about  those  things  very  easily  and  I 
think  that  Syria  should  pay  a  price  for  it.  And  the  price  should  be 
business  is  not  as  usual  with  a  country  that  feels  it  can  attack  U.S. 
interests  with  impunity. 

Mr.  Callahan.  Maybe  in  the  conversation,  please  do  not  have 
them  write  me  any  more  18-page  letters  which  he  writes. 

Mr.  Epperly.  I  will  give  him  a  phone  call  this  evening  and  tell 
him  that. 

Mr.  Callahan.  No,  tell  him  we  are  concerned,  but  tell  him  the 
Congress  does  not  dictate  foreign  policy. 

Mr.  Epperly.  We  realize  that. 

Mr.  Callahan.  Tell  me  the  Congress  funds  the  State  Depart- 
ment who  dictates  foreign  policy.  Sometimes  we  can  put  some  little 
language  in  there  to  convince  them  they  are  moving  in  the  wrong 
direction. 
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Mr.  Epperly.  Well,  maybe  when  we  get  a  Republican  in  the 
White  House,  we  will  be  able  to  fix  that. 
Mr.  Callahan.  Thank  you,  sir. 
Mr.  Epperly.  All  right,  thanks  a  lot. 


Thursday,  March  30,  1995. 
AMERICAN  TASK  FORCE  FOR  LEBANON 
WITNESS 

GEORGE  T.  CODY,  EXECUTIVE   DIRECTOR,  AMERICAN  TASK  FORCE 
FOR  LEBANON 

Mr.  Callahan.  Mr.  Cody? 

Mr.  Cody.  Thank  you,  Mr.  Chairman. 

I  want  to  thank  you,  Mr.  Chairman,  and  members  of  the  commit- 
tee for  allowing  me  to  testify  today.  I  would  like  to  request  that  my 
complete  remarks  be  made  a  part  of  the  record. 

Mr.  Callahan.  So  ordered. 

Mr.  Cody.  Thank  you. 

Mr.  Chairman,  I  am  Dr.  George  Cody,  Executive  Director  of  the 
American  Task  Force  for  Lebanon.  As  we  did  in  fiscal  year  1994 
and  1995,  we  are  requesting  $15  million  in  foreign  assistance  for 
Lebanon  in  fiscal  year  1996.  In  listing  some  areas,  the  Lebanese 
government  is  not  able  to  fully  address  not  because  they  lack  im- 
portance, but  due  to  the  overwhelming  nature  of  Lebanon's  recon- 
struction needs,  almost  everything  has  a  priority. 

We  suggest  you  consider  some  or  all  of  the  following  projects  as 
a  part  of  the  $15  million  in  foreign  assistance  we  are  requesting 
for  Lebanon  in  fiscal  year  1996. 

American  schools  and  hospitals  in  Lebanon.  Because  per  capita 
income  in  Lebanon  sank  dramatically  during  the  war,  the  Amer- 
ican University  of  Beirut,  AUB,  and  Lebanese/American  Univer- 
sity, LAU,  have  had  to  extend  scholarships.  During  the  civil  war 
a  substantial  amount  of  AUB's  budget  was  spent  on  the  care  for 
the  indigent  at  AUB  hospital.  AUB  needs  relief  from  some  of  the 
debt  incurred  from  treating  the  indigent. 

Due  to  the  massive  out-migration  of  AUB  and  LAU  graduates 
during  the  war  there  is  a  vast  pool  of  potential  donors  who  may 
be  influenced  to  contribute  with  a  proper  development  program. 

AUB  has  a  development  program  in  place  and  the  United  States 
should  encourage  fund  raising  among  the  vast  numbers  of  AUB 
and  LAU  alumni  abroad  by  offering  matching  grants  up  to  a  cer- 
tain limit. 

Scholarships,  for  example,  25  percent  of  AUB  students  are  sub- 
sidized by  AUB,  and  AUB  paid  28  percent  tuition  which  is  about 
$4,700  a  year  for  arts  and  sciences,  and  $6,400  a  year  for  engineer- 
ing. Debt  relief  for  the  indigent  of  the  American  University  right 
now  is  calculating  those  amounts. 

And  we  are  recommending  offering  a  matching  grant  of  up  to  $2 
million. 

Drug  eradication.  The  Lebanese  Army  has  undertaken  a  cam- 
paign to  eradicate  drug  cultivation  in  the  Bekaa  Valley.  The  United 
Nations  reports  that  90  percent  of  these  illicit  crops  have  now  been 
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eliminated.    To    make    drug   cultivation    less    attractive,    Lebanon 
needs  technical  assistance  in  promoting  alternative  agriculture. 

A  modest  UN  project  is  in  place,  but  is  inadequate,  and  the  U.S. 
can  either  supplement  the  existing  UN  program  or  devise  a  com- 
plementary program.  For  example,  Lebanon  needs  training  for  the 
internal  security  forces  in  drug  interdiction  and  the  use  of  drug 
sniffing  dogs.  Technical  assistance  we  are  recommending  including 
alternative  agriculture  is  $1.2  million. 

Irrigation  projects.  The  appeal  of  Hezbollah  among  the  residents 
of  the  Bekaa  Valley  is  not  hard  to  discern.  With  Iranian  funding 
and  technical  assistance,  Hezbollah  is  providing  essential  social 
services,  such  as  hospitals,  clinics,  schools,  and  care  for  widows  and 
orphans.  The  irrigation  projects  would  primarily  benefit  the  Bekaa 
and  do  much  to  reduce  the  poverty  of  the  peasant  inhabitants  of 
this  region  and  make  them  less  likely  to  be  a  reservoir  for 
Hezbollah. 

Funding  for  such  irrigation  projects  would  be  a  visible  advertise- 
ment for  American  good  will.  There  is  currently  a  $6.5  million 
project  in  the  Bulbic  area  and  which  has  only  been  partially  fund- 
ed, and  we  are  recommending  a  $1  million  contribution  on  the  part 
of  the  United  States  toward  that  project. 

Vocational  training.  Lebanon's  job  market  is  highly  skewed  with 
overall  unemployment  and  underemployment  estimated  to  be  be- 
tween 20  and  25  percent  of  the  work  force.  There  is  unemployment 
in  white  collar  professions  yet,  Lebanon  must  import  skilled  labor. 
The  existing  vocational  education  is  inadequate  due  to  the  sudden, 
overwhelming  demand,  war-time  destruction  of  schools  and  a  tradi- 
tional curriculum  that  overlooks  the  current  needs  of  the  market 
place.  Teacher  training  we  are  recommending  $1.5  million,  equip- 
ment and  infrastructure  $600,000,  and  placement  center,  $400,000. 

Training  and  equipment  for  the  Lebanese  Army.  The  Lebanese 
Army  has  increased  its  size  to  55,000  soldiers  and  hopes  to  have 
60,000  in  1995.  The  Commander  of  the  Lebanese  Army  has  de- 
clared that  Lebanon  does  not  need  weapons.  The  army  seized 
enough  weapons  when  militias  were  disarmed.  What  Lebanon  does 
need  is  IMET  training  and  non-lethal  excess  defense  articles  from 
United  States  stockpiles  in  Europe  in  order  to  ready  itself  for  a 
peacekeeping  role  on  the  Israeli  border  and  some  suggestions  along 
those  lines. 

Used  one-engine  Bell  helicopters  for  use  in  rescue  and  transport, 
cost  about  $412,000  per  unit.  Used  M-113  armored  personnel  car- 
riers are  $175,000  per  unit,  and  $73,000  per  unit  for  a  Class  E  type 
of  carrier.  Used  patrol  boats,  also  used  for  drug  interdiction,  range 
between  $200,000  and  $1,000,000  per  unit,  and  that  depends  upon 
the  length  and  the  condition  of  the  boats.  Used  trucks  range  from 
$1,000  to  $10,000  per  unit  depending  on  the  type  and  condition  of 
the  trucks.  Used  school  buses,  range  of  $1,000  to  $10,000  per  unit 
depending  on  type  and  condition.  And  IMET  training  for  $400,000. 

Thank  you,  very  much. 

Mr.  Callahan.  Thank  you,  sir.  We  will  submit  your  entire  testi- 
mony for  the  record. 

Mr.  Cody.  Thank  you. 

[The  information  follows:] 
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Mr.  Chairman,  I  am  Dr.  George  Cody,  Executive  Director  of  the  American  Task  Force 
for  Lebanon  (ATFL).  and  I  will  deliver  testimony  on  behalf  of  our  Chairman,  Thomas  A.  Nassif, 
former  U.S.  Ambassador  to  Morocco.  He  is  currently  Chairman  of  the  Board  and  Chief 
Executive  Officer  of  Gulf  International  Consulting,  Inc. 

The  ATFL  is  an  organization  whose  goal  is  to  heighten  awareness  of  the  American  public 
and  United  States  government  officials  and  policymakers  to  the  plight  of  the  Lebanese  people 
Our  members  reflect  most  religious  groups  in  Lebanon  and  a  prominent  roster  of  American  talent 
in  business,  law,  medicine,  the  professions,  and  the  arts,  as  well  as  public  officials,  including  two 
members  of  Congress. 

As  we  did  for  FY  94  and  95,  we  are  requesting  $15  million  in  foreign  assistance  for 
Lebanon  in  FY  96.  Given  the  cunent  budgetary  realities,  the  ATFL  believes  that  foreign 
assistance  to  Lebanon  should  not  be  fragmented.  We  believe  that  any  assistance  given  to 
Lebanon  be  used  for  a  few  high  impact  projects.  Due  to  its  large  deficit  and  the  pervasiveness  of 
destruction  from  1 5  years  of  war,  the  Lebanese  government  has  decided  to  make  expenditures  in 
physical  infrastructure,  such  as  electricity,  telecommunications,  water  and  wastewater,  and 
transportation,  in  an  attempt  to  quickly  improve  the  quality  of  life  of  the  people  and  attract 
business  investment.  We  are  listing  some  areas  that  the  Lebanese  government  is  not  able  to  fully 
address,  not  because  they  lack  importance,  but  due  to  the  overwhelming  natuie  of  Lebanon's 
reconstruction  needs,  almost  everything  has  priority.  We  suggest  that  you  consider  some  or  all  of 
the  following  projects  as  part  of  the  $15  million  in  foreign  assistance  we  are  requesting  for 
Lebanon  in  FY  96. 

American  Schools  and  Hospitals  in  I^ebanon 

The  general  budget  tor  ASHA  has  been  reduced  and  the  share  that  the  .American  University  of 
Beirut  (AUB)  and  Lebanese  American  LIniversity  (LAU)  receive  under  ASH.A.  and  bilateral 
assistance  has  been  disproporLionately  reduced.  AUB  and  LAU  are  once  again  assuming  a  role  in 
not  only  Lebanon,  but  in  the  Middle  East,  with  wide-ranging  develooment  implications.  During 
the  war,  90%  of  AUB's  students  were  Lebanese  and  a  high  percentage  of  those  emigrated  from 
Lebanon.  Today,  about  80%  of  AUB's  students  are  Lebanese  and  -nost  Lebanese  remain  in  their 
country  to  benefit  society.  Because /7er  capita  income  in  Lebanon  sank  dramatically  during  the 
war,  AUB  and  LAU  have  had  to  extend  scholarships  to  a  large  proportion  of  students  to  assure 
that  admission  is  based  on  merit  and  not  financial  capacity.  These  universities  need  scholarships 
During  the  civil  war,  a  substantial  amount  from  AUB's  budget  was  spent  on  the  care  for  the 
indigent  at  AUB  Hospital  without  the  expectation  that  the  Lebanese  government  could  reimburse 
AUB.  AUB  needs  relief  from  some  of  the  debt  incurred  in  treating  the  indigent.  Due  to  the 
massive  outmigration  of  AUB  and  LAU  graduates  during  the  war,  there  is  a  \ast  pool  of 
potential  donors  who  could  be  exploited  with  a  proper  development  program.  AUB  has  a 
development  program  in  place  and  the  United  States  should  encourage  fund  raising  among  the 
vast  numbers  of  AUB  and  LAU  alumni  abroad  by  offering  matching  grants  up  to  a  certain  limit. 

Scholarships — (25%  of  AUB  students  are  subsidized  by  AUB  with  AUB  pa\  ing  28%  of  tuition, 
which  is  $4700  per  annum  for  Arts  and  Science  and  $6400  per  annum  for  Engineering) 

Dchi  Relief/or  Indigent  Care — (the  American  University  of  Beirut  is  calculating  the  amount) 
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Offering  Matching  Grant  Up  to  S2  million 

Drug  Eradication 

The  Lebanese  Army  has  undertaken  a  campaign  to  eradicate  drug  cultivation  in  the  Belcaa 
Valley.  The  United  Nations  reports  that  90%  of  these  illicit  crops  have  now  been  eliminated.  To 
make  drug  cultivation  less  attractive,  Lebanon  needs  technical  assistance  in  promoting  alternative 
agriculture.  A  modest  United  Nations  project  is  in  place,  but  it  is  inadequate  and  the  U.S.  could 
either  supplement  the  existing  U.N.  program  or  devise  a  complementary  program.  For  example, 
Lebanon  needs  training  for  the  Internal  Security  Forces  in  drug  interdiction  and  in  use  of  drug- 
sniffing  dogs. 

Technical  Assistance  (including  alternative  agriculture) — $1.2  million 


Irrigation  Projects 

The  appeal  of  Hezbollah  among  the  residents  of  the  Bekaa  Valley  is  not  hard  to  discern.  With 
Iranian  funding  and  technical  assistance,  Hezbollah  is  providing  essential  social  services,  such  as 
hospitals,  clinics,  schools,  and  care  for  widows  and  orphans.  The  irrigation  projects  would 
primarily  benefit  the  Bekaa  and  do  much  to  reduce  the  poverty  of  the  peasant  inhabitants  of  this 
region  and  make  them  less  likely  to  be  a  reservoir  for  Hezbollah.  Funding  for  such  irrigation 
projects  would  be  a  visible  advertisement  for  American  good  will. 

Qasmieh-Ras  el  Ain  Irrigation  Scheme — $1  million  (the  $6.5  million  project  has  already  been 
partially  funded) 


Training  &  Equipment  for  the  Lebanese  Army 

The  Lebanese  Army  has  increased  its  size  to  55,000  soldiers  and  hopes  to  have  60,000  in  1995. 
The  commander  of  the  Lebanese  Army,  General  Emile  Lahoud,  has  declared  that  Lebanon  does 
not  need  weapons;  the  Arm>  seized  enough  weapons  when  the  militia  were  disarmed.  What 
Lebanon  does  need  is  IMET  training  and  non-lethal  excess  defense  articles  from  United  States 
stockpiles  in  Europe  in  order  to  ready  itself  for  a  peacekeeping  role.  By  being  able  to  patrol  its 
borders  and  coast  more  effectively,  the  Lebanese  Army  can  interdict  attacks  against  Israel. 

Used  One-Engine  Bell  Helicopters  (rescue  and  transport) — $412,000  per  unit 

Used  Ml  13  Armored  Personnel  Carriers — $175,000  per  unit,  $73,000  per  unit  for  class  E 

Used  Patrol  Boats  (also  useful  for  drug  interdiction) — range  of  $200,000-$  1.000,000  per  unit, 
depending  on  length  and  condition 
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Used  Trucks — range  of  $1000-$  10,000  per  unit  depending  on  type  and  condition 
Used  School  Buses — range  of  $1000-$  10,000  per  unit  depending  on  type  and  condition 
International  Military  Education  and  Training  (IMET) — $400,000 

Rehabilitation  of  Ministries 

Computerization,  networking,  and  associated  training  of  Lebanese  government  ministries  is  a 
high  priority.  Computerization  of  a  few  select  ministries  is  now  underway,  as  well  as  a  modest 
program  of  training  in  administrative  skills  for  civil  servants.  The  role  of  the  ministries  has  been 
expanded  because  the  ministries  must  now  cooperate  with  the  Council  for  Development  and 
Reconstruction  in  implementing  projects  in  Lebanon's  $1 1.67  billion,  10-year  rehabilitation  and 
development  program.  At  the  same  time,  the  ministries  are  trj'ing  to  increase  the  government's 
revenue-generating  capacity  by  more  scrupulous  tax  collection  and  billing  for  public  utilities. 
This  is  why  it  is  vital  that  ten  key  ministries  be  enhanced. 

Hardware  and  Software — $  1 .2  million 

Networking— %'iOOfiOQ 

Training— $600,000 

Vocational  Training 

Lebanon's  job  market  is  highly  skewed,  with  overall  unemployment  and  underemployment 
estimated  to  be  between  20%  and  25%  of  the  work  force.  There  is  unemployment  in  white-collar 
professions,  yet  Lebanon  must  import  skilled  labor.  The  existing  vocational  education  is 
inadequate  due  to  the  sudden,  overwhelming  demand,  war-time  destruction  of  schools,  and  a 
traditional  curriculum  that  overlooks  the  current  needs  of  the  marketplace. 

Teacher  Training — $1.5  million 

Equipment  and  Infrastructure — $600,000 

Placement  Center— $400,000 
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Thursday,  March  30,  1995. 
AFL-CIO 

WITNESS 

PHILLIP  FISHMAN,  ASSISTANT  DIRECTOR,  INTERNATIONAL  AFFAIRS 
DEPARTMENT,  AMERICAN  FEDERATION  OF  LABOR  AND  CONGRESS 
OF  INDUSTRIAL  ORGANIZATIONS  (AFL-CIO) 

Mr.  Forbes  [presiding].  We  are  pleased  to  welcome,  Mr. 
Fishman,  who  is  Deputy  Director  of  International  Affairs,  of  the 
AFL-CIO  and  thank  you  for  being  with  us  today. 

Mr.  FiSHMAN.  Thank  you,  Mr.  Chairman. 

First,  let  me  thank  you  and  members  of  the  subcommittee  for 
giving  me  the  opportunity  to  present  to  you  the  views  of  the  AFL- 
CIO  on  U.S.  foreign  assistance. 

The  AFL-CIO  represents  14  million  American  taxpayers,  Mr. 
Chairman,  many  of  whom  wake  up  every  morning  concerned  about 
their  job  security,  stagnant  wages,  and  increasing  long  hours  they 
must  spend  away  from  their  families  just  to  make  ends  meet. 

Understandably  these  high  priority  domestic  concerns  of  Amer- 
ican workers  are  also  the  top  priority  of  their  unions,  particularly 
now,  when  so  many  important  domestic  programs  are  receiving 
close  scrutiny  at  both  the  Federal  and  State  levels.  With  this  being 
said,  I  must  also  tell  you  that  the  American  labor  movement  is 
troubled  by  some  of  the  more  radical  proposals  for  a  drastic  reduc- 
tion in  the  U.S.  foreign  assistance. 

The  AFL-CIO  and  its  affiliates  believe  that  an  active  and  cost- 
effective  foreign  assistance  program  is  in  the  national  interest  and 
serves  to  further  the  long-term  interests  of  our  members. 

Recent  polls  demonstrate  that  American  workers  share  this  con- 
viction. By  large  margins  they  expressed  a  strong  commitment  to 
U.S.  foreign  aid  that  alleviates  hunger  and  poverty  and  promotes 
democracy  around  the  world. 

As  you  know,  Mr.  Chairman,  the  U.S.  foreign  assistance  spend- 
ing, as  a  percentage  of  the  gross  national  product,  is  near  its  lowest 
point  in  this  century.  Development,  democratization  and  humani- 
tarian assistance  combined  represents  less  than  Vi  of  1  percent  of 
the  U.S.  Federal  budget. 

In  terms  of  the  percentage  of  GNP,  the  United  States  of  America, 
still  the  proud  leader  of  the  free  world,  contributes  less  than  almost 
every  other  developed  country  on  the  earth.  Critics  of  foreign  aid 
point  to  the  lack  of  sustained  economic  growth  amongst  the  current 
list  of  recipients.  I,  however,  would  like  to  offer  a  somewhat  longer, 
historical  view. 

Virtually  every  nation  that  is  now  above  us  on  the  list  of  foreign 
aid  contributors  was  once  a  recipient  of  U.S.  foreign  assistance.  In 
fact,  practically  everyone  of  our  major  trading  partners  and  all  of 
our  closest  military  allies  used  to  be,  at  one  time  or  another,  on  the 
receiving  end  of  U.S.  assistance. 

In  other  words,  history  has  shown  that  foreign  assistance  has 
worked  and  has  worked  well.  With  it  we  have  saved  countless  mil- 
lions of  lives,  improved  the  world  standard  of  living,  and  helped  to 
build  a  community  of  free  nations  and  a  progressively  more  open 
trading  system. 
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This  is  not  to  say  that  the  AFL-CIO  is  unaware  of  the  urgent 
need  to  reduce  the  Federal  deficit,  impose  fiscal  restraint  and  make 
the  government  more  effective  and  responsive  to  the  nation's  needs. 
With  this  in  mind,  I  would  like  to  outline  a  few  areas  that  we  be- 
lieve that  savings  can  be  realized,  without  undermining  the  effec- 
tiveness of  U.S.  foreign  assistance  programs. 

First,  we  are  supportive  of  recent  Congressional  proposals  to 
raise  the  threshold  for  government  to  government  assistance  with 
heightened  requirements  for  democratization,  and  market  reform 
and  respect  for  human  rights.  Non-governmental  humanitarian  aid 
and  democracy  promotion  programs,  however,  should  not  be  penal- 
ized for  the  intransigence  of  non-democratic  governments. 

In  fact,  we  would  argue  that  such  support  is  vital  for  any  future 
reform  efforts  to  take  hold.  This  is  especially  true  in  the  area  of 
economic  restructuring,  where  the  possibility  of  short-term  eco- 
nomic hardships  necessitates  active  citizen  participation  and  the 
establishment  of  strong  social  consensus. 

Second,  we  see  some  merit  to  considering  an  acceleration  in  the 
rate  at  which  middle-income  nations  are  graduated  out  of  economic 
assistance  programs.  Many  countries,  however,  have  followed  an 
unbalanced  development  path  where  economic  growth  has  far  out- 
paced the  political  and  social  reforms.  Left  unaddressed,  this  imbal- 
ance can  tear  apart  the  social  fabrics  of  these  nations  and  threaten 
any  economic  progress  that  has  been  achieved. 

In  such  cases,  even  though  economic  assistance  programs  may 
have  ended  it  is  essential  that  private  sector  programs  to  promote 
democracy  and  to  strengthen  the  civil  society  be  continued. 

Without  them,  future  crises  may  arise,  requiring  an  even  greater 
expenditure  of  taxpayer's  dollars. 

And  third,  regarding  U.S.  support  for  multilateral  development 
institutions,  we  believe  that  concessionary  loans  for  the  richer  de- 
veloping countries  provided  through  the  World  Bank's  Inter- 
national Development  Association  should  be  scrutinized  for  possible 
elimination. 

At  a  minimum  we  would  urge  that  those  nations  which  are  able 
to  afford  other  non-IDA  World  Bank  loans  be  graduated  from  the 
IDA  program. 

Upon  the  review  of  the  several  proposals  now  under  consider- 
ation by  Congress,  the  AFL-CIO  is  most  comfortable  with  the  ap- 
proach taken  by  Chairman  Oilman.  We  believe  that  it  achieves  the 
best  balance  between  the  need  for  fiscal  restraints  and  the  need  to 
maintain  an  active  foreign  assistance  program,  reflective  of  our 
long-term  national  interests. 

Should  more  severe  reductions  be  enacted,  we  fear  that  future 
generations  may  be  called  upon  to  pay  a  severe  price  in  prevent- 
able world  crises. 

Thank  you. 

Mr.  Forbes.  Thank  you,  very  much,  I  appreciate  it,  Mr. 
Fishman.  Thank  you  for  coming  here  today  and  sharing  your  views 
with  us. 

[The  information  follows:! 
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STATEMENT  OF  PHILLIP  FISHMAN 

ASSISTANT  DIRECTOR,  INTERNATIONAL  AFFAIRS  DEPARTMENT 

AMERICAN  FEDERATION  OF  LABOR  AND  CONGRESS  OF  INDUSTRIAL  ORGANIZATIONS 

BEFORE  THE  FOREIGN  OPERATIONS,  EXPORT  FINANCING  &  RELATED  PROGRAMS 

SUBCOMMITTEE  OF  THE  HOUSE  COMMITTEE  ON  APPROPRIATIONS 


March  30.  1995 

Mr.  Chairman  and  members  of  the  Subcommittee,  on  behalf  of  the  AFL-CIO, 
thanl(  you  for  this  opportunity  to  share  our  views  on  U.S.  foreign  assistance. 

The  AFL-CIO  represents  almost  14  million  American  taxpayers,  Mr.  Chair- 
man, many  of  whom  wake  up  every  morning  worried  about  job  security,  stagnant 
wages,  and  the  increasingly  long  hours  they  must  spend  away  from  their  families 
just  to  mal(e  ends  meet.   Understandably,  these  high-priority  domestic  concerns  of 
American  workers  are  also  the  top  priority  of  their  unions,  particularly  now  when 
many  important  domestic  programs  are  receiving  close  congressional  scrutiny. 

With  this  being  said,  Mr.  Chairman,  I  must  also  tell  you  that  the  American 
labor  movement  is  troubled  by  some  of  the  more  radical  proposals  for  a  drastic 
reduction  in  U.S.  foreign  assistance.  The  AFL-CIO  and  its  affiliates  believe  that  an 
active  and  cost-effective  foreign  assistance  program  is  in  the  national  interest,  and 
serves  to  further  the  long-term  interests  of  our  members.   Recent  polls  demon- 
strate that  American  workers  share  this  conviction:  by  large  margins,  they  express 
a  strong  commitment  to  U.S.  foreign  aid  that  alleviates  hunger  and  poverty,  and 
that  promotes  human  rights  and  democracy  around  the  world. 

As  you  know,  Mr.  Chairman,  U.S.  foreign  assistance  spending,  as  a  percent- 
age of  GNP,  is  near  its  lowest  point  this  century.   Development,  democratization 
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and  humanitarian  assistance,  combined,  represent  less  than  one  half  of  one  percent 
of  the  U.S.  federal  budget.   In  the  aftermath  of  World  War  II,  the  U.S.  provided 
virtually  all  of  the  foreign  aid  in  the  world;  by  1960,  we  were  contributing  only  60 
percent;  today,  this  has  fallen  to  a  mere  17  percent.   In  terms  of  the  percentage  of 
GNP,  the  United  States  of  America— still  the  proud  leader  of  the  Free 
World— contributes  less  than  almost  every  other  developed  nation  on  Earth. 

Critics  of  foreign  aid  point  to  problems  with  our  foreign  largesse,  for 
example,  the  lack  of  sustained  economic  growth  among  the  current  list  of  recipi- 
ents.   I,  however,  would  like  to  offer  a  somewhat  longer  historical  view.   Virtually 
every  nation  that  is  now  above  us  on  the  list  of  foreign  aid  contributors  was  once  a 
recipient  of  U.S.  foreign  aid.   In  fact,  practically  every  one  of  our  major  trading 
partners  and  all  of  our  closest  military  allies  used  to  be,  at  one  time  or  another,  on 
the  receiving  end  of  U.S.  assistance.   In  other  words,  history  shows  that  foreign 
assistance  has  worked,  and  worked  well.   With  it,  we  have  saved  countless 
millions  of  lives,  improved  the  world's  standard  of  living,  and  helped  to  build  a 
community  of  free  nations  and  a  progressively  more  open  world  trading  system. 

This  is  not  to  say,  Mr.  Chairman,  that  the  AFL-CIO  is  unaware  of  the  urgent 
need  to  reduce  the  federal  deficit,  impose  fiscal  restraint  and  make  the  government 
more  effective  and  responsive  to  the  nation's  needs.  With  this  in  mind,  I  would 
like  to  outline  a  few  areas  where  we  believe  that  savings  can  be  realized  without 
undermining  the  effectiveness  of  the  U.S.  foreign  assistance  program. 

•  First,  we  are  supportive  of  recent  congressional  proposals  to  raise  the 
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threshold  for  government-to-government  assistance,  with  heightened  requirements 
for  democratization,  marlcet  reform  and  respect  for  human  rights.   Nongovernmen- 
tal humanitarian  aid  and  democracy  promotion  programs,  however,  should  not  be 
penalized  for  the  intransigence  of  non-democratic  governments.   In  fact,  we  would 
argue  that  such  support  is  vital  for  any  future  reform  efforts  to  take  hold.   This  is 
especially  true  in  the  area  of  economic  restructuring,  where  the  possibility  of  short- 
term  economic  hardship  necessitates  active  citizen  participation  and  the  establish- 
ment of  a  strong  social  consensus. 

•  Second,  we  see  some  merit  in  considering  an  acceleration  in  the  rate  at 
which  middle-income  nations  are  graduated  out  of  economic  assistance  programs. 
Many  countries,  however,  have  followed  an  unbalanced  development  path  where 
economic  growth  has  far  out  paced  political  and  social  reform.   Left  unaddressed, 
this  imbalance  can  tear  apart  the  social  fabric  of  these  nations,  and  threaten  any 
economic  progress  that  has  been  achieved.   In  such  cases,  even  though  economic 
assistance  programs  may  have  ended,  it  is  essential  that  private  sector  programs  to 
promote  democracy  and  strengthen  the  civil  society  be  continued.  Without  them, 
future  crises  may  arise,  requiring  an  even  greater  expenditure  of  taxpayer  dollars. 

•  And  third,  regarding  U.S.  support  for  multilateral  development  institutions, 
we  believe  that  concessionary  loans  for  the  richer  developing  countries,  provided 
through  the  World  Bank's  International  Development  Association  (IDA),  should  be 
scrutinized  for  possible  elimination.   At  a  minimum,  we  would  urge  that  those 
nations  which  are  able  to  afford  other  non-IDA  World  Bank  loans  be  graduated 
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from  the  IDA  program. 

Upon  review  of  the  several  proposals  now  under  consideration  by  Congress, 
Mr.  Chairman,  the  AFL-CIO  is  least  uncomfortable  with  the  approach  taken  by 
Chairman  Gilman.   We  believe  that  it  achieves  the  best  balance  between  the  need 
for  fiscal  restraint  and  the  need  to  maintain  an  active  foreign  assistance  program, 
reflective  of  our  long-term  national  interests.   Should  more  severe  reductions  be 
enacted,  we  fear  that  future  generations  may  be  called  upon  to  pay  a  severe  price 
in  preventable  world  crises. 

Thank  you. 
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Thursday,  March  30,  1995. 
FOREIGN  ASSISTANCE  FUNDING 
WITNESS 

DONALD  LEVY,  PRESIDENT,  LOU  LEVY  &  SONS  FASHIONS,  INC.,  NEW 
YORK,  NEW  YORK 

Mr.  Forbes.  Welcome,  Mr.  Levy,  how  are  you. 

Mr.  Levy.  Fine,  thank  you,  Mr.  Chairman. 

Mr.  Chairman,  and  members  of  the  subcommittee,  thank  you  for 
the  opportunity  to  appear  before  you  today  and  in  the  interest  of 
time,  I  would  like  to  briefly  summarize  my  statement  and  ask  for 
the  full  document  and  attachments  to  be  placed  in  the  record. 

Mr.  Forbes.  Without  objection,  so  ordered. 

Mr.  Levy.  I  am  President  of  Lou  Levy  &  Sons,  a  New  York  fam- 
ily-owned company  manufacturing  and  importing  women's  wool 
coats  and  jackets.  I  appear  today  to  urge  your  opposition  to  the 
misconceived  policy  of  the  United  States  Government  which  is  cur- 
rently attempting  to  impose  a  quota  on  the  import  of  these  goods 
from  the  Ukraine,  a  country  to  which  the  United  States  is  sending 
hundreds  of  millions  of  dollars  in  foreign  aid  as  an  inducement  to 
adopt  free-market  practices. 

Administration  witnesses  have  testified  before  your  committee 
this  year  about  the  enormous  strategic  importance  to  the  United 
States  of  a  strong  democratic  Ukraine  operating  under  a  western- 
style  free-market  economy. 

They  have  also  referred  to  the  essential  need  for  American  in- 
vestment there,  but  have  testified  that  the  short-term  risks  of 
doing  so  are  formidable. 

As  an  individual  entrepreneur,  and  without  any  government  as- 
sistance, whatsoever,  I  personally  put  my  firm's  reputation  and 
capital  at  risk  in  developing  from  scratch  the  manufacture  of  wom- 
en's wool  coats  and  jackets  in  the  Ukraine. 

When  the  Soviet  Union  collapsed,  I  went  there  and  revived  sev- 
eral defunct  factories,  actually  14,  which  now  represent  one  of  the 
few  bright  spots  in  the  Ukraine's  struggle  to  achieve  a  free-market 
economy,  a  primary  goal  of  U.S.  policy  according  to  those  officials 
who  have  testified  before  you. 

At  the  same  time,  of  course,  we  are  supplying  coats  and  jackets 
of  excellent  quality  and  price  to  the  American  public. 

Now,  that  a  fragile  level  of  success  has  been  achieved,  the  United 
States  Government  wants  to  impose  a  restrictive  quota  on  these 
imports,  claiming  severe  market  disruption  in  the  U.S. 

Not  only  do  I  believe  this  to  be  highly  questionable  since  U.S.  do- 
mestic production  in  this  category  appears  to  have  gone  up  in  re- 
cent years,  but  is  entirely  contradictory  to  the  announced  goals  of 
the  U.S.  delivery  of  foreign  aid  for  new  goals  of  democratic  govern- 
ance and  market-based  economic  management. 

Furthermore,  I  know  from  recent  visits  to  the  Ukraine  that  if  a 
quota  is  imposed  it  only  encourages  those  elements  interested  in  di- 
verting the  Ukraine  from  its  current  free-market  efforts  back  to  a 
centralized  economy. 
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Quotas,  virtually  by  definition,  give  central  government  bureau- 
crats the  ability  to  direct  the  amount  and  locate  production,  and 
also  control  the  price,  most  importantly. 

Furthermore,  it  will  send  a  chilling  message  to  the  American 
company  interested  in  Ukraine  investment.  According  to  adminis- 
tration testimony  before  a  Senate  committee  two  days  ago,  such  in- 
vestment made  soon,  is  crucial  if  direct  foreign  aid  is  to  be  phased 
out. 

This  can  be  achieved  provided  that  an  intelligent  and  enlight- 
ened trade  policy  is  pursued  by  the  United  States.  The  administra- 
tion's decision  to  impose  a  category  435  textile  quota  in  this  case 
is  unsound,  both  from  a  foreign  policy  and  trade  standpoint.  And 
I  urge  this  committee,  promptly,  to  express  to  the  administration 
the  immediate  necessity  for  a  complete  reexamination  of  the  matter 
and  to  delete  the  proposed  restrictions. 

[The  information  follows:! 
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STATEMENT  OF  DONALD  LEVY,  PRESIDENT,  LOU  LEVY  St    SONS,  BEFORE  THE 
FOREIGN  OPERATIONS  SUBCOMMITTEE,  HOUSE  APPROPRIATIONS  COMMITTEE, 
HON.  SONNY  CALLAHAN,  CHAIRMAN,  MARCH  30,  1995 


Mr.  Chairman,  and  members  of  the  Subcommittee,  thank  you  very  much 
for  the  opportunity  to  appear  before  you  today,  and  I  respectfully 
request  that  my  statement  be  placed  in  the  record, 

I  am  the  President  of  Lou  Levy  &  Sons  Fashions,  Inc,  a  New  York 
family  owned  firm  founded  by  my  grandfather  which  manufactures  and 
imports  womens '  wool  coats  and  jackets.  While  we  have  manufactured 
coats  in  the  United  States  and  several  other  areas  of  the  world,  my 
testimony  today  relates  to  the  misconceived  policy  of  the 
U.S. Government  in  attempting  to  impose  a  quota  on  the  import  of 
such  goods  from  Ukraine,  a  country  to  which  the  United  States  is 
supplying  hundreds  of  millions  of  dollars  in  foreign  aid  as  an 
inducement  to  adopt  free  market  economic  practices. 

Earlier  this  month  the  Coordinator  of  U.S. Assistance  to  the  New 
Independent  States,  Ambassador  Thomas  Simons,  testified  before  your 
Committee  on  the  enormous  strategic  importance  to  the  U.S  of  a 
strong,  democratic,  and  market  oriented  economy  for  Ukraine.  He 
also  testified  about  the  necessity  to  encourage  investment  there  by 
American  companies,  while  agreeing  that  the  short  term  economic 
risk  of  trading  and  investing  in  the  NIS  area  was  "formidable". 
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As  am  individual  entrepreneur,  and  without  any  government 
assistance  whatever,  I  have  personally  put  our  firm's  capital  and 
reputation  at  this  formidable  risk  in  developing  from  scratch  the 
manufacture  of  womens'  wool  coats  and  jackets  from  Ukrainian 
factories.  I  visited  the  country  immediately  after  the  collapse  of 
the  Soviet  Union  and  revived  defunct  factories  which  now  represent 
one  of  the  few  bright  spots  in  Ukraine's  struggle  to  achieve  a  free 
market  economy,  a  primary  goal  of  U.S  policy  according  to  those 
officials  who  have  previously  appeared  before  you. 

Now  that  a  fragile  level  of  success  has  been  achieved  by  these 
Ukrainian  clothing  factories,  the  Administration  is  preparing  to 
impose  a  restrictive  quota  on  their  production,  maintaining  that 
the  modest  level  of  imports  in  Category  435  is  causing  severe 
market  disruption  in  the  U.S.  Not  only  do  I  believe  this  to  be 
highly  questionable,  but  also  that  it  flies  in  the  face  of  State 
Department  and  AID  testimony  before  you  that  foreign  aid  should  be 
directed  to  Ukraine  to  develop  "new  goals  of  democratic  governance 
and  market  based  economic  management."  While  I  understand  that  the 
Ukrainians  are  requesting  a  review  of  the  quota,  I  have  the  deepest 
concerns  that  U.S  efforts  to  date  have  effectively  chilled  the 
future  of  a  promising  hard  currency  earner  for  Ukraine. 

I  returned  recently  from  a  visit  to  Ukraine  ,  in  which  I  became 
convinced  during  discussions  with  senior  government  officials  that 
imposition  of  a  quota,  if  it  finally  occurs,  will  only  bolster  the 
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views  of  elements  happy  to  see  a  return  to  centralized  government 
control  of  the  economy.  Quotas  of  course,  are  creatures  of  fully 
centralized  control,  with  those  administering  them  essentially  in 
a  position  of  total  power  to  direct  aunount  produced  ,  location  of 
manufacture,  and  most  important,  pricing.  This  to  me  is  the 
precise  opposite  of  what  the  U.S  Administration  is  trying  to 
achieve  in  pledging  hundreds  of  millions  of  dollars  to  Ukraine  in 
taxpayer  funded  aid.  In  fact  I  believe  that  the  quota  will  not  only 
directly  negate  benefits  the  aid  package  is  intended  to  foster  but 
also  send  a  highly  unfavorable  message  to  other  U.S.  companies 
interested  in  investment  there.  Let  me  add  that  only  two  days  ago, 
in  testimony  before  the  Senate  Foreign  Relations  Committee, 
Ambassador  Simons  referred  to  the  crucial  importance  of  U.S 
investment  in  the  NIS  countries  if  direct  foreign  aid  is  ever  to  be 
phased  out. 

I  of  course  endorse  the  Administration's  strategic  interest  in  the 
future  of  Ukraine  as  a  democratic  state.  My  own  direct  dealings 
with  factory  operations  there  have  persuaded  me  that  this  can  be 
achieved,  provided  that  eun  intelligent,  enlightened  trade  policy  is 
pursued  by  the  United  States.  I  have  attached  to  my  testimony 
several  letters  from  thousands  of  workers  in  factories  which  I 
myself  assisted  in  setting  up  in  recent  years.  These  speak  for 
themselves.  I  must  add  that  the  social  support  system  for  the 
unemployed  in  the  Ukraine  is  virtually  negligible. 
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The  Administration's  decision  to  seek  a  textile  Category  435 
quota  on  imports  from  Ukraine  is  an  unsound  one  both  from  a  foreign 
aid  and  trade  policy  standpoint  in  dealing  with  an  NIS  country 
struggling  to  adapt  to  a  free  market  economy.  I  urge  the  members  of 
this  Committee  to  express  to  the  Administration  the  necessity  for 
a  complete  re-exeunination  of  the  matter  and  to  delete  the  proposed 
restrictions. 

I  have  attached  to  ray  testimony  an  article  which  appeared  in  the 
New  York  Times  on  this  subject  in  January  1995,  aptly  titled 
"In  Ukraine,  a  free  marltet  lesson  learned  too  well",   and  an 
editorial  from  the  Washington  Times  dated  March  9,  1995. 

Thank  you  for  the  opportunity  to  appear  before  you.  I  should  be 
happy  to  answer  any  questions  you  may  have. 
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jIn  Ukraine/a  Free-Market 
I  esson  Learned  Too  Well 

For  wool  coat  makers, 
success  in  the  U.S. 
market  brings  a  quota 
;:from  Washington. 


ByJANEPERLEZ 


FKiEv,  Ukraine 
OR  three  years,  ihe  Uniied  Slates  lec- 
tured   a    recalcirrant    and    bankrupt 
Ukraine  about  the  virtues  of  a  market 
.economy  with  little  effect.  But  some  enter- 
prising factories  understood.   The  trouble 
,  was.  they  understood  too  well, 
,    Stylishly  cut  and  well-finished  women's 
..wool  coats  from  Ukraine  became  such  hot 
^  Items  on  Seventh  Avenue  that  Washington 
,  slapped  a  quota  on  them  in  November 
..     The  curb   threatens   to  halt   the  strong 
.growth    in    a    new    export    industry    that 
■.Ukraine  badly  needs.  The  Ukrainian  econ- 
,.omy  has  been  in  a  free-fall  since  independ- 
.,  ence_from  the  Soviet  Union  was  declared  in 
^  .19'      -aising  worries  about  the  new  coun- 
try ..  stability, 
.,      The  Clinton  Administration  has  stressed 
.  repeatedly  that  Ukraine  -  a  nation  strad- 
,  dimg  Russia  and  Eastern  Europe   with  52 
.  million  people  -  is  strategically  important 
to  America.  At  the  same  time  that  Washing. 
.  ton  IS  restricting  its  commercial  access  to 
.the  United  States,  Ukraine  is  a  leading  re- 
.cipient   of  American   foreign   aid   —  $700 
,  million  pledged  in  1994. 

So,  to  shield  a  relative  handful  of  coat 
.makers  in  Maine  and  elsewhere  from  over- 
seas competition,  Washington  seems  to  be 
endangering  its  foreign  policy  goals  Per- 
haps, but  American  officials  reply  that  the 
quota  was  mamly  a  routine  case  of  applying 
United  States  trade  rules.  >-t-  j    6 

For  coat  makers  and  workers  here  the 
,  American  move  seems  like  a  slap  in  the 
.face,  and  it  has  made  their  future  suddenlv 
uncertain.  At  the  Yunost  coat  factory  Svet- 
lana  V.  Gorchinskaya  worries  that  a  ship- 
.ment  of  double-breasted  camel  coats,  sl.ck- 
.ly  packed  in  plastic  covers  and  bearing  the 
.Donnybrook  label,  might  be  the  last  big 
order  from  the  United  States. 
,  Until  recently,  her  factory  had  been  add- 
mg  to  Its  payroll  to  handle  the  surge  in 
business,  with  orders  for  1995  increasing 
sharply.  But  the  quota  on  coat  shipments 
from  Ukraine  has  dashed  the  Yunost  fac- 
tory's --ns  for  1995.  To  cope  with  the  ex- 
pectet  wdown  in  orders,  Mrs.  Gorchins- 
kaya, the  factory's  technical  director  has 
already  laid  off  300  workers,  nearly 'one- 
third  of  the  work  force 


"It  there's  no  work,  there's  no  money  for 
us  to  pay."  she  said,  surveying  bolts  of 
camel  and  black  fabric  ordered  for  this 
year's  coals  that  lie  on  the  floor  of  the 
warehouse,  "Our  people  are  at  home  with- 
out pay  because  of  this  quota  problem." 

The  wool  coats  —  trench,  double-breasted, 
single-breasted,  swing,  belled,  indeed  any 
way  customers  want  them  and  selling  at 
department  stores  and  clothing  retailers 
across  the  United  States  for  $89  to  $139  each 
—  brought  protests  of  unfair  trade  from  the 
American  woolen  textile  industry. 
."  The  imports  of  coats  from  Ukraine,  esti- 
^  mated  at  $30  million  a  year,  are  tiny  com- 
-  pared  with  America's  yearly  apparel  im- 
Iport  bill  of  $30  billion,  according  to  the 
United  States  Association  of  Importers  and 
Apparel,  a  trade  group.  But  shipments  have 
.increased  sharply.  In  the  year  ended  last 
September,  Ukraine  exported  88.898  dozen 
women's  coats  —  or  1.006,776  coats  —  to  the 
United  States,  up  155  percent  from  Ihe  year 
before,  the  Commerce  Department  said 

By  igg'I,  Ukraine's  coat  exports  to  the 
United  States  had  mushroomed  to  such  an 
extent  that  they  were  outstripped  only  by 
icoats  from  the  Dominican  Republic  and 
Guatemala^wo  countries  to  which  the  Unit-  I 
^  ed  States  gives  preferential  trade.  Under 
the  Caribbean  Basin  Initiative,  the  Domini-  1 
can  Republic  and  Guatemala  do  not  face 
quotas  on  women's  coats. 

The  sudden  surge  of  Ukrainian  imports 
brought  pressure  for  import  restraint  from 
domestic  coat  makers,  who  were  supported 
by  Senator  George  Mitchell,  Democrat  of 
Maine,  and  the  Commerce  DepartmenL 
Textiles  and  apparel  remain  among  the 
most  protected  sectors  of  trade  in  most 
nations,  even  though  the  new  rules  of  the 
General  Agreement  on  Tariffs  and  Trade 
will  eliminate  many  curbs.  And  even  with- 
out the  quota.  American  producers  are  pro- 
tected by  a  tariff  of  21.5  percent  on  wool 
coat  imports. 

The  Ukrainian  coat  imports  were  classi- 
fied as  "disruptive"  to  the  American  wom- 
en's manufacturing  industry.  The  disruptive 
finding,  though  vague,  was  sufficient  to  jus- 
tify imposing  a  quota  in  a  niche  of  the 
American  apparel  industry  where  employ- 
ment has  declined  fairly  steadily  for  years. 

According  to  a  senior  official  at  the  Unit- 
ed States  Trade  Representative's  office, 
some  of  the  Ukrainian  coats  were  landing  in 
the  United  Slates  at  $212  a  dozen,  "This  was 
not  the  absolute  lowest,  but  among  the  low- 
est" price  of  imported  coats,  the  official 
said,  adding,  "they're  very  nice  looking 
coats." -Indeed,  the  coats  made  in  Ukraine 
have  a  reputation  in  the  industry  for  being 
of  higher  quality  than  those  sewn  in  other 
developing  countries. 


In  theory,  the  coat  quota  was  negotiated 
with  Ukraine's  Government,  But  the 
Ukrainian  officials  were  informed  by  Wash- 
ington that  the  United  States  could  unilater- 
ally impose  import  quotas  on  them  it  they 
did  not  voluntarily  accept  restrictions  Be- 
sides Ukraine,  the  United  Slates  has  quota 
agreements  on  women's  wool  coals  with  15 
other  countries,  including  Hungary,  Slova- 
kia, Bulgaria.  Romania  and  Poland. 

The  quota  on  Ukrainian  coats  maintains 
imports  at  roughly  last  year's  levels.  The 
quota,  the  trade  representative's  office 
says,  was  set  during  negotiations  with  the 
Ukrainians  al  85.000  dozen  for  1995.  or 
1  020,000.  And  an  extra  quota  of  25.000  coals, 
which  can  be  added  to  shipments  in  1995. 
was  set  for  the  last  three  months  of  1994. 

But  the  restrictions  will  slow  growth 
abruptly  in  1995.  Ukrainian  coat  makers 
here  say  the  quota  represents  half  the  or- 
ders that  the  Ukrainian  coal  industry  re- 
ceived from  American  importers  (or  this 
year. 

For  Ukraine's  Government,  the  curb  on 
coat  shipments  i.  a  setback  for  the  reform- 
ers who  are  jus-  beginning  to  win  a  battle 
tor  liberalizatio.  of  their  econotny. 

An  official  a,'  the  Ukrainian  Minist.7  of 
Foreign  Econ.mic  Relations,  Andre  Hou- 
cheruk,  said  It;  was  "really  disappointed 
that  one  of  his  nation's  strong  export  indus-, 
tries  was  beiig  penalized.  , 

"We  have  fist  liberalized  our  export  poll- , 
cv  and  I  donl  think  America  should  hurt  us- 
in  exports  that  bring  us  hard  currency. 
Mr.  Houchervk  said.  "When  •  ^Pol"""  P^"": 
Die  at  the  Sl.te  Department,  they  were  jus 
shaking  thsr  heads.  They  had  no  answer.'  ; 
Tie  bigf^st  importer,  Donald  Levy,  presi- 
dent ot  b«i  Levy  and  Sons,  a  Seventh  Ave- 
nue coa'company,  who  brought  in  c  ose  to 
one  milion  Ukrainian  coats  in  1994.  d^' 
scribe.-  the  quota  as  "the  most  ndiculouS. 
thini;  I've  ever  heard  of." 

■•Ks  ridiculous  because  it's  not  saving 
anyl^ing  here  in  the  U"',''^''  States,  the 
indisiry  is  dying  anyway."  said  Mr.  Levy. 
wlosc  labels  include  Donnybrook. 

THE  quota  would  hurt  the  Ukrainiaiis 
who  needed  the  business  b"' i<  ^^'^^ 
not  affect  him.  Mr.  Levy  said.  If  he  was 
barred  from  getting  the  number  of  coals  he 
wanted  from  Ukraine,  he  said  he  would  go 
elsewhere  for  them. 

Another  importer.  Irwin  Bercovitch.  di- 
rector of  Irwin  Fashion  Imports,  said: 
"Ukraine  is  exporting  its  labor  and  import- 
ing our  currency;  it  can  only  help  the  coun- 
try. I  can't  understand  why  Washington  is 
doing  this." 
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Both  importers  said  that  while  they  would 
still  bo  able  to  buy  Ukrainian  coats,  though 
not  in  the  quantities  they  would  Uke.  the 
mere  presence  of  the  quotas  made  the  busi- 
ness less  attractive  and  more  bureaucratic. 
The  Ukrainian  coal  industry  owes  its  de- 
velopment partly  to  the  collapse  of  the  Sovi- 
et Union,  but  it  was  also  helped  by  Commu- 
nist central  plannmg. 

American  fashion  importers,  who  are 
constantly  scouring  the  world  for  new 
sources  of  Inexpensive  goods,  discovered 
Ukraine  after  the  Soviet  Union  fell  apart  in 
1991.  They  found  thai  a  ccntury-old  tradition 
of  good  sewing  had  not  been  completely 
corrupted  by  the  Communists.  And  because 
of  a  state  planning  decision  in  1989  to  up- 
grade the  textile  industry,  some  factories, 
like  the  Yunost  plant,  arc  equipped  with 
modern  automated  European  and  Japanese 
equipment.  The  renovated  Yunost  plant,  for 
example,  boasts  computerized  pattern  mak- 
ing. 

Both  Mr.  Levy  and  Mr.  Bercovitch  said 
icy  dealt  with  factories  a|]  over  Ukraine 
and  not  all  were  as  modern  as  the  Yunost 
operation.  Some  plants,  which  were  making 
fashion  coats  after  years  of  producing  mili- 
tary uniforms,  were  located  in  remote  areas 
reachable  only  by  hard  and  long  travel  on 
rough  roads. 

Most  of  the  Ukrainian  coat  makers  are 
essentially  cutting  and  stitching  shops.  The 
importers  typically  provide  the  fabric  — 
usually  bought  in  Russia  but  also  purchased 
in  Europe  —  the  designs,  the  trims,  even  the 
labels. 

Mrs.  Gorchinskaya  said  her  factory  was 
paid  $4.50  a  coat  by  the  American  import- 
ers. The  price  covered  labor  for  cutting, 
sewing,  pressing  and  packing,  she  said.  Her 
workers,  she  said,  receive  the  equivalent  of 
about  $40  a  month. 

For  Mrs.  Gorchinskaya.  who  has  been  in 
the  Ukrainian  textile  business  for  nearly  40 
years  and  also  now  sells  to  Germany,  the 
American  coat  quota  is  mystifying. 

"It's  not  a  secret  that  our  textiles  are 
cheaper  and  that  our  labor  force  is  cheaper 
than  in  the  United  States,"  she  said.  "I  hope 
things  work  out,  because  at  bottom  it's 
helpful  to  us  and  to  Americans  —  they  get 
cheap,  good  quality  coats  from  us." 

And  there  was  a  darker  side,  she  said.  The 
American  decision  to  restrict  Ukrainian  im- 
ports, Mrs.  Gorchinskaya  added,  played  into 
he  hands  of  the  reactionary  forces  in  the 
jovernment  opposed  to  the  new  Uberaliza- 


products  says 

I  thou I  pay 
because  of  this 
quota  problem 
Luckier  employ 
ces  kit  worked 
a  I  nc  for  export 
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Free  enterprise  begins  at  home 


Perhaps  it's  a  little  late  in  the  season  for  a  new 
mntercoat,  but  should  you  be  in  the  market  for 
one,  you  may  want  to  hurry  up  and  get  to  the 
store.  The  US  government  is  out  to  limit  your  choic- 
es in  coats,  particularly  if  you  —  Uke  most  middle- 
class  Americans  —  don't  have  a  fortune  to  spend  on 
apparel,  but  still  like  to  look  yourself  in  the  mirror 
with  some  satisfaction.  At  issue  specifically  are  win- 
ter coats  made  in  Ukraine,  which  stand  in  danger  of 
being  slapped  with  a  quota  by  the  US.  Commerce 
Department. 

■phe  ultimate  irony  is  that  while  we  are  pumping 
taxpayer  dollars  into  Ukraine  in  the  form  of  foreign 
aid  —  $700  million  in  1994  —  hoping  to  make  the 
country  a  buffer  against  Russia's  upheavals,  and 
while  we  are  predicating  U.S.  aid  on  economic 
reform,  we  are  at  the  very  same  time  preventing  the 
Ukrainians  from  building  honest  export  industries 
by  erecting  trade  barriers  against  their  goods.  Tbday, 
the  Foreign  Operations  Subcommittee  of  the  House 
Appropnations  Committee  will  hear  testimony  on 
the  case  of  the  Ukrainian  women's  coats,  as  well  as 
other  matters  relating  to  aid  for  the  former  Soviet 
Union.  In  itself,  it  is  a  story  of  just  how  much  good 
can  be  achieved  through  private  initiative  and  enter- 
prise —  so  long  as  government  stays  out  of  the  way. 
The  story  takes  its  beginning  in  1991  with  the  fall 
of  the  Soviet  Union,  when  the  New  York  firm  of  Lou 
Levy  &  Sons,  a  Seventh  Avenue  coat  company,  decid- 
ed to  take  a  gamble  and  approach  the  various  new 
post-Soviet  republics.  Ukraine  was  the  first  to 
respond,  citing  a  fine  old  tradition  in  the  manufac- 
ture of  clotlies,  and  before  long,  company  president 
Donald  Le\7  found  himself  travelling  to  a  remote 
i^egion  of  Ukraine.  Here  he  found  textile  factories  for- 
merly devoted  to  the  production  of  Red  Army  coats, 
and  people  more  than  willing  to  work  for  a  wage.  His 
initial  investment  was  $1  million,  an  order  for  30,000 
blazers.  Over  the  next  three  years.  Levy  &  Sons'  busi- 
ness with  the  Ukraine  grew  to  1  milhon  coats.  This 
pro\'ided  15,000  Ukrainians  a  hving  wage  (about  $40 
a  month)  at  a  time  of  great  financial  instability,  and 


American  women  the  choice  of  stylish  coats  retail- 
ing in  the  range  of  $99-$149  (which  includes  a  21,5 
percent  tariff  already  imposed  by  U.S.  Customs). 
Despite  its  reputabon  as  a  bastion  of  unreconstruaed 
communists,  tJie  Ukrainian  government  never  made 
any  attempt  to  interfere  in  this  mutually  beneficial 
arrangement 

Not  so  the  US.  government,  beacon  of  free  enter- 
prise that  it  is.  In  December  last  year,  Levy  &  Sons 
was  informed  that  the  office  of  the  U.S.  U^de  Rep- 
resentative was  pressing  the  Ukrainian  government 
to  accept  a  quota  of  1  million  coats  a  year,  freezing 
imports  at  the  1994  level  The  result  will  invariably 
mean  layoffs  among  the  Ukrainian  workers,  who 
have  next  to  nothing  by  way  of  a  social  safety  net  to 
fall  back  on .  That's  the  reason  Mr.  Levy  will  be  bring- 
ing to  the  hearing  signatures  and  letters  from  the 
15,000  Ukrainians  he  has  kept  gainfiilly  employed. 

Why  this  sudden  interest  in  a  business  that  accounts 
for  a  tiny  fraction  of  American  textile  and  apparel 
imports,  some  might  wonder?  In  1994,  U.S.  textile  and 
apparel  imports  reached  just  over  $39  billion  of  which 
Ukraine  accounted  for  $41 .7  million  —  about  one- 
tenth  of  1  percent  The  answer  seems  to  lie  with  the 
efforts  of  former  Senate  M^ority  Leader  CJeorge 
Mitchell  of  Maine,  who  counted  among  his  con- 
stituents a  number  of  textile  factories  that  do  not  care 
for  the  foreign  competition  one  bit  The  fiinny  thing 
is  that  even  as  imports  of  coats  have  gone  up,  so  has 
domestic  US  production,  according  to  the  (jensus  of 
Manufacmrers;  there  is  no  evidence  that  the  domes- 
tic coat  industry  is  being  harmed  by  the  imports. 

"For  four  and  a  half  decades,  we  challenged  these 
nations  to  cast  away  the  shackles  of  communism," 
President  Clinton  told  the  White  House  Conference 
on  Ti^de  and  Investment  in  Central  and  Eastern 
Europe  in  Cleveland  on  Jan.  13.  "Now  that  they  have 
done  so,  surely  we  have  an  obligation  to  work  with 
them  ...  to  make  sure  that  your  people  share  with 
our  people  the  rewards  of  freedom  that  the  next  cen- 
tury and  tlie  new  economy  can  bring."  Well,  Mr.  Clin- 
ton, how  about  hving  up  to  that  obligation? 
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'  Collective  F-iiterprisc 

AR TEMOVSKAYA  SEWING  FACTORY 

Ukraine 

Arleniovsk  Town 

Donetsk  Reuioii 

rebniarv21.  1995 

USA.  Washington 

The  Congress  of  the  USA 

To  Honorable  Senator 

Honorable  Senator: 

A  group  of  1000  Sewing  Facton,'  wprkers  who  have  more  than  t\\'o  thousand 
children  and  ailing  elderly  as  dependents  are  extending  their  request  to  please  consider 
the  question  of  ehniinalion  of  restriclion.s  on  import  to  the  USA  of  women's  and  girl's 
coats  front  wool  fabrics,  manufactured  on  the  Ukraine. 

Considering  the  most  diflicult  situation  that  currently  exists  in  the  sewing 
manufacturing,  in  the  conditions  of  rapture  of  economical  relations  of  the  countries. 
drastic  decrease  ot  ctMisumers"  demand,  the  work  by  contract  with  the  company 
Purchasing  corporation  allowed  us  throughout  the  year  to  work,  to  provide  for  our 
families,  at  these  hard  times 

Introducing  of  quotas  on  iniptirt  into  the  USA  of  the  I.iglil  Industry  Goods,  that 
we  manufacture,  completely  paral>Y,es  the  operation  of  our  enterprise,  and  deprives  us 
of  employinent.  and  hence,  means  to  living.  This  is  even  more  important  in  the 
conditions  of  total  lack  of  svxial  protection  for  the  citi/cns  of  the  Ukraine 

We  are  certain  that  our  appeal  will  not  be  left  unattended,  it  will  touch 
your  heart  and  >ou  w  ill  not  reject  our  appeal  on  elinunation  the  quota  on  import  to  the 
USA  of  sewed  gixids  t'roin  the  Ukraine. 

Respectt'ulK . 

Signat\ires  of  the  workers  of  the  factor^'; 

1500  siiinatures  follow 
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Ukraine  I 

Joiiil-Muck  Pri\;itcl\  Ouiied  CcMiipany        ' 
kU- V  Si:\VlNG  [.NTERPRISE  -VllT^'OS'r 
K.iev.  Frolovska>n  Street.  9  1 1 
lohriinrv  15.199? 

I'SA.  W.isliinctoii 

Tlie  Congress  of  the  I 'S  A 

To  Honorable  Senator 

Honorable  Senator; 

The  workers  of"  the  Joint-stixik  coinpan\  Society  K.iev  Sewing  Enterprise  "Yunost" 
are  extending  their  request  to  please  consider  the  question  ofehmination  of  restrictions  on 
import  to  the  I'SA  of  women's  and  girl's  coals  from  wool  and  semi- wool  fabrics 

Considering  the  most  dinicull  sitiiahon  that  currently  exists  in  the  sewing 
manufacturing,  our  enterpnse  is  unable  to  pro\  ide  our  goods  for  the  internal  market  in  the 
conditions  of  decrease  of  consumers'  capabilities  At  present,  the  sewing  industrv'  of  the 
I'kraine  as  well  as  our  enterprise  are  in  a  ditlicult  financial  situation  as  a  result  of  lack  of 
capitals  due  to  high  rale  of  inllation.  as  well  as  drastic  decrease  of  coasumers'  demand, 
our  enterprise  is  not  able  to  maiiufnctuio  goods  for  the  I  'krainian  market. 

Perfonning  the  contract  assigmneni  with  \our  companie.s  from  customer's  own 
material  enables  us  to  operate  throughout  the  year,  fiillv  utilize  the  industrial  capacities  of 
the  enterprise,  to  introduce  new  equipment  and  provide  the  members  of  our  .loint-stock 
company  Society  with  employment. 

Introducing  of  quotas  on  inip^nl  into  the  US.\  of  the  Light  Industry  Goods,  that  wc 
manufacture,  completely  paralyses  the  operation  of  our  enterprise,  and  deprives  us  of 
employment  that  we  need,  and  hence,  means  to  living  Because  of  the  uncertainty  in  the 
question  on  restrictions  on  import  of  our  production,  the  enterprise  is  forced  to  idle 
without  paying  to  the  employees,  while  we  have  a  signed  contract  agreement. 

We  are  certain  that  our  letter  will  not  escape  vour  aricntion  and  this  question,  so 
important  !or  the  operation  of  our  enterprise  will  lie  considered  positively. 

Sinceielv. 

•     President  of  the  .loint-Siock  comp;in\  Sign.  M.Djur 

2000  sieuanires  Ibllow 
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Ukraine 

Skite  Couunittec  otihc  Ukraine 

loNiilc  InJustn' 

rULCHlNSKAYA  SEWLNG  FACTORY 

Tulchin,  (iayarin  Street.  2 

USA,  Washington 

The  Congress  of  the  USA 

To  Honorable  Senat».>r 

Honorable  Senator 

Fifteen  hundred  <\l'  factor\'  and  olTice  female  v\orkers  of  the  public 
Joint-Slock  SvKiet\  Tn/chin.skoya  Sn\in^  Focioix  are  appealing  to  You 

Our  company  started  cixipcration  with  the  company  Purchasing 
corporafion  among  the  llrst  on  the  Ukraine,  and  our  relationship  have  been 
developing  very  succcsshilly  for  almost  tlirce  years. 

We  hope  that  Kilh  cvimpanies  benefited  iVom  this  coviperation,  we 
particularly  did,  esjieciallx  our  countn-,  in  the  conditions  oi'  total  lack  of 
social  protection  of  the  citizens  ol"  the  Ukraine,  still  growing  economical 
cn.sis,  impos.sibilitA  Ikh  the  eiileqirises  ol  the  light  industry  to  work  for  the 
internal  market  liecause  of  its  nonexistence 

While  cov^iperaling  with  Nour  company  uc  managed  not  onl\  to 
preserve  our  working  staff,  but  also  lo  prvnide  our  women  with  gi.Kxl 
earnings,  develop  new  methvxls  of  work.  pnMessional  relationship,  based  on 
high  level  of  moralir\  of  our  partners 

Last  \ear  we  considered  the  ijuestion  of  organizing  a  joint  venture  with 
liie  conipan>  Purchasing  corporafion,  we  also  counted  on  long-term 
cooperation.  However,  at  the  end  of  !9S>4.  (he  cjuestion  ot  introducing  quotas 
on  import  into  the  USA  ot'  the  Light  lndustr\  Ckx^ds,  including  gotxls 
manufactured  bv  our  tactorv,  was  inlnniuced  b\  the  Ajmerican  side. 
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Because  ot  this  rcasvm  our-ct.>mpjin\  suspended  (he  operation  of  the 
joint  contract  and  slopped  the  import  of  raw  material  lor  manulacturmg  of 
women's  and  miss's  gamienls  (bhi/ers).  which  we  were  manufacturing 

This  circumstance  is  the  reason  vvh\  our  factor\  has  not  been  operating 
since  tlie  month  of  November,  tlie  workers  do  not  get  any  money  and  are 
practically  do^imed  to  near-destitute  existence 

Right  now  we  are  in  great  need  ol'  help  of  the  countrv  hke  yours, 
because  without  an\  capital,  in  the  conditions  ol'  rapture  o\'  economical 
relations  of  the  countries  of  Ihe  Union  of  Independent  States,  v\e  are  not  able 
to  implement  (he  purchase  ol'rau  material  and  sell  the  goods  in  the  Ukraine. 

We  hope  that  out  appeal  w  ill  not  be  lell  unattended  and  w  ill  get  your 
participation  in  considering  this  \'i(al  for  us  ques(ion  We  urge  you  to 
eliminate  the  quota  on  import  of  sewed  goods  at  least  until  the  end  of  1995. 

On  behalf  of  the  whole  staff . 


Respectfully, 

Director  of  the  Factor):  Signature 

Workers  and  office  employees.  1 50C)  signatures 
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Mr.  Forbes.  Mr.  Levy,  I  thank  you  for  being  here  today  and  let 
me  just  say  that  it  is  most  refreshing  to  this  member  of  Congress 
to  have  somebody  appear  before  this  panel  who  is  not  seeking 
money.  [Laughter.] 

Mr.  Forbes.  I  am  particularly  impressed,  though,  by  the  private 
investment  and  free  enterprise  notion  that  certainly  is  far  and 
away  better  than  foreign  aid  as  the  key  to  Ukraine's  future.  And 
thank  you  for  your  comments. 

Secondly,  I  do  not  think  there  could  be  any  doubt  that  the  ad- 
ministration seems  to  be  flying  by  the  seat  of  its  pants  with  respect 
to  its  policy  in  that  part  of  the  world.  I  expressed  some  concerns 
when  we  had  witnesses  before  this  committee  on  that  very  subject. 

The  administration  seems  to  be  reflexively  promising  foreign  aid 
money  almost  to  every  leader  who  visits  Washington,  but  then  in 
the  pursuit  of  trade  policy,  it  seems  to  be  completely  driven  by  do- 
mestic special  interests.  And  while  I  would  think,  in  witnessing 
what  you  are  going  through,  it  is  highly  detrimental  to  some  of  the 
very  countries  we  are  trying  to  assist,  as  well  as  firms  like  yours 
who  are  trying  to  not  only  bring  a  quality  product  to  the  American 
public,  but  also  are  trying  to  bring  free  enterprise  to  places  like 
Ukraine. 

Could  you  tell  the  committee  how  many  Ukrainians  you  have 
employed  and  how  many  jobs,  American  and  Ukrainian,  are  associ- 
ated with  your  company? 

Mr.  Levy.  Well,  I  employ  in  the  United  States  approximately  150 
people  on  a  full-time  payroll.  In  the  Ukraine  I  am  employing  right 
now  approximately  15,000  people.  And  I  have  been  doing  so  for  ap- 
proximately three  years.  It  did  not  start  that  large,  but  today  it  is 
15,000  people.  And  factually,  my  company  which  has  been  around 
for  three  generations  of  our  family  doing  the  same  thing  will  be  at 
jeopardy  if  this  quota  comes  in.  Because  we  made  a  substantial  in- 
vestment in  this  area,  urged  by  an  administration  and  a  policy  that 
said,  help  these  people,  let  us  American  businessmen  go  over  there 
and  participate  in  that  economy. 

And,  as  a  result  of  doing  so  and  before  any  of  this  quota  came 
to  be,  this  is  April  of  a  new  year  and  I  have  a  huge  investment  in 
this  area  which,  if  quotas  come  in  and  it  is  thrown  into  the  bu- 
reaucracy of  the  Ukrainian  government  to  control,  I  have  no  guar- 
antees I  am  going  to  be  able  to  get  my  investment  out  of  there. 

And,  in  fact,  could  jeopardize  the  future  of  my  family  business 
if  this  policy  is  not  changed. 

Mr.  Forbes.  If  you  would,  I  know  we  are  short  on  time  here,  so 
I  apologize  for  that,  but  if  you  could  provide,  for  the  record,  some 
of  the  national  news  media  accounts  on  your  efforts  in  Ukraine — 
I  know  there  have  been  several  articles  about  it — and  any  data  re- 
lating to  the  economic  consequences  if  this  quota  goes  forward  and 
what  it  would  actually  mean — I  know  you  have  some  of  that  in 
your  statement,  but  any  additional  information — would  be  greatly 
appreciated  by  the  committee. 

Mr.  Levy.  The  two  articles  that  so  far  have  appeared  in  U.S. 
publications,  one  in  the  New  York  Times,  dated  January  1,  1995, 
entitled  I  believe,  "In  Ukraine  a  Free-Market  Lesson  Learned  Too 
Well,"  was  an  article  that  described  the  situation  quite  clearly.  And 
then   it  was  followed  up  by  the  Washington  Times  recently  in 
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March,  which  also  told  the  story  and  how  inconsistent  U.S.  policy 
is  when  it  comes  to  foreign  aid  and  trade. 

It  is  just  incongruous  in  terms  of  the  economic  fall-out  in  the 
Ukraine  of  this  policy  with  15,000  people  now  working  while  they 
were  not  working  before.  You  see  if  you  have  been  over  there  and 
you  understand  how  communism  worked  beforehand,  it  was 
through  the  enterprises  that  people  were  sustained.  People's 
livings,  their  housing,  their  education  were  paid  by  the  enterprises, 
the  factories.  When  the  factories  stopped  working  and  the  payroll 
stopped  all  this  money  dried  up. 

And  for  a  while  they  were  still  pumping  money  in  but  that 
stopped.  I  took  over  and  I  am  employing  these  people.  If,  in  fact, 
I  stop  they  will  be  destitute  and  those  letters  from  those  people,  as 
well  as  15,000  signatures  are  part  of  the  testimony. 

Mr.  Forbes.  I  appreciate  it  very,  very  much  and  any  additional 
information  you  can  provide  for  the  record  will  be  greatly  appre- 
ciated. 

Mr.  Levy.  Thank  you,  very  much. 


Thursday,  March  30,  1995. 
HELEN  KELLER  INTERNATIONAL 

WITNESS 

DAVID    FRENCH,    M.D.,    M.P.H.,    MEDICAL   ADVISOR,    HELEN    KELLER 
INTERNATIONAL 

Mr.  Forbes.  Good  morning.  Dr.  French,  and  welcome. 

Dr.  French.  Mr.  Chairman,  and  members  of  the  subcommittee, 
I  want  to  thank  you  for  your  support  for  the  very  subject  I  want 
to  speak  about. 

My  name  is  David  French,  and  I  am  the  Director  of  International 
Health  Programs  at  the  Medical  College  of  Virginia,  in  Richmond. 
I  am  a  public  health  physician. 

I  am  Medical  Advisor  to  Helen  Keller  International,  and  formerly 
was  its  Medical  Director.  Helen  Keller  International  was  founded 
in  1915  by  Helen  Keller,  herself.  HKI  is  a  nonprofit,  private,  volun- 
teer organization  located  in  New  York  City,  which  has  over  30  pro- 
grams and  14  field  offices  currently  in  Africa,  Asia,  Latin  America, 
North  America,  and  the  Caribbean. 

Helen  Keller  International  programs  around  the  world  are  fund- 
ed through  grants,  cooperative  agreements  and  contracts  from  the 
United  States  Government  as  well  as  private  organizations  and  in- 
dividuals. 

Although  foreign  aid  is  sometimes  an  unpopular  phrase  in  to- 
day's political  atmosphere,  %  of  Americans  actually  favor  main- 
taining or  increasing  funding  for  foreign  aid,  according  to  a  nation- 
wide poll  that  was  funded  under  grants  from  the  Carnegie  Corpora- 
tion and  other  sponsors  that  was  administered  by  the  University 
of  Maryland  Program  on  International  Policy  Attitudes. 

The  people  polled  also  were  under  the  false  impression  that  we 
spent  15  times  the  actual  amount  that  is  presently  funded  for  for- 
eign aid,  and,  yet,  we  are  in  favor  of  continuing  foreign  aid.  In  fact, 
the  United  States  spends  less  than  1  percent  of  its  Federal  Budget 
on  foreign  aid. 
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The  people  polled  recognized  that  the  U.S.  economy  would  benefit 
fi:*om  aid  funds  well  spent.  And  that  we  would  be  creating  potential 
markets  for  American  goods  by  maintaining  aid  to  developing  coun- 
tries. 

And  this  is  true  of  activities  funded  by  Helen  Keller  Inter- 
national. For  interesting  comments  in  this  regard,  you  perhaps  re- 
member the  testimony  given  by  Brian  Atwood,  the  administrator  of 
U.S.  Agency  For  International  Development  earlier. 

Some  of  the  most  cost  effective  programs  under  the  AID  Child 
Survival  Programs  have  occurred  through  the  funding  of  the  Vita- 
min A  programs.  And  Helen  Keller  International  were  the  pioneers 
of  the  development  of  the  whole  Vitamin  A  program,  nutritional  de- 
ficiency programs,  river  blindness  programs,  other  blindness  pre- 
vention programs  and  other  component  programs  of  primary  health 
care,  all  of  which  have  proven  to  be  successful  in  promoting  human 
self-sufficiency,  the  exercise  of  human  rights,  and  self-reliance. 

It  is  my  understanding  that  as  a  result  of  rescissions  a  total  of 
$98.07  million  might  be  cut  from  programs  that  are  funded  for  the 
years  1993;  1994,  and  1995. 

Helen  Keller  International  is  asking  you  to  please  fund  programs 
that  work  and  are  demonstrated  to  be  cost-effective  and  sustain- 
able, many  of  which  are  among  the  James  P.  Grant  World  Summit 
for  Children  Implementation  Act  of  1995  which  has  been  men- 
tioned earlier  in  the  testimony. 

In  particular,  we  support  the  $330  million  for  child  survival  in 
fiscal  1995,  the  $380  million  for  fiscal  year  1997;  $30  million  for  Vi- 
tamin A  and  micro-nutrients  in  fiscal  year  1996,  $40  million  for  fis- 
cal year  1997;  and  the  $110  million  for  UNICEF  in  fiscal  1996, 
with  $120  million  for  fiscal  year  1997. 

There  are  four  basic  program  groups  which  are  carried  out  by 
Helen  Keller  International.  One  is  called  Eye  Health  and  this  is  to 
improve  the  eyesight  and  the  support  of  people  who  are  blinded. 
And  this  is  for  under-served  populations  at  highest  risk  for  blind- 
ness, women,  children  and  the  elderly. 

The  second  program  is  the  prevention  of  micronutrient  deficiency 
disease,  the  most  outstanding  and  oldest  of  these  is  Vitamin  A,  it- 
self, and  these  programs  have  been  pioneered  in  the  Philippines 
and  Bangladesh.  Helen  Keller  International  has  now  provided  tech- 
nical assistance  and  support  for  more  than  10  national  developing 
programs  to  control  blindness,  morbidity  and  death  in  children  due 
to  Vitamin  A  deficiency  in  Africa,  Asia,  and  the  Caribbean. 

According  to  the  World  Bank,  nutrition  intervention,  particularly 
interventions  to  control  Vitamin  A  deficiency,  are  very  cost-effective 
at  a  cost  of  approximately  43  cents  per  child  per  year.  That  is  pret- 
ty hard  to  beat. 

The  third  program,  onchocerciasis,  river  blindness  control  and 
Helen  Keller  International  is  committed  to  the  prevention  of  blind- 
ness, control  of  the  spread  and  eradication  of  the  disease  which  has 
gotten  well  underway  and  Helen  Keller  International's  efforts  are 
all  directed  at  strengthening  existing  capacities  in  the  countries 
where  these  programs  are  carried  out. 

And  lastly  is  the  training  and  community  education  program,  the 
experiential  learning  approach  which  is  carried  out  by  the  use  of 
people  within  the  countries. 
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So  I  think,  in  a  nutshell,  we  are  anxious  to  see  these  kinds  of 
programs  continue  and  we  think  they  are  cost-effective.  We  think 
particularly  with  the  closing  of  21  AID  missions  around  the  world, 
it  is  important  to  have  private  voluntary  organizations  be  able  to 
carry  on  this  work  in  terms  of  U.S.  commitment  to  those  countries. 

Ms.  Pelosi  [presiding].  Thank  you,  very  much.  Doctor,  for  your 
excellent  testimony  and  your  marvelous  work. 

[The  information  follows:] 
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Testimony  of  David  French,  M.D.,  M.P.H. 
Helen  Keller  International 

March  30,  1995 


Mr.  Chairman: 


General  Statement 

My  name  is  David  M.  French,  M.D.,  M.P.H.,  and  I  am  a  public  health  physician.  I  am 
Medical  Advisor  to  Helen  Keller  International  (HKI)  and  was  formerly  Medical  Director  of  Helen 
Keller  International,  on  whose  behalf  I  am  testifying.  Helen  Keller  International  was  founded  in 
1915  by  Helen  Keller  herself  HKI  is  a  nonprofit  organization  located  in  New  York  City  which 
has  over  30  programs  and  14  field  offices  currently  in  Afiica,  Asia,  Latin  America,  North  America 
and  the  Caribbean.  Helen  Keller  International  programs  around  the  world  are  fiinded  through 
grants,  cooperative  agreements,  and  contracts  fi^om  the  U.S.  Government  as  well  as  private 
organizations  and  individuals. 

Although  "foreign  aid"  has  become  an  unpopular  phrase  in  today's  poUtical  atmosphere, 
three  quarters  of  Americans  actually  favor  maintaining  or  increasing  fiinding  for  foreign  aid 
according  to  a  nationwide  poll  that  was  fiinded  under  grants  from  the  Carnegie  Corporation  and 
other  sponsors  and  that  was  administered  by  the  University  of  Maryland  Program  on  International 
Policy  Attitudes,  y  The  people  polled  also  were  under  the  false  impression  that  we  spend  15  times 
the  actual  amount  that  is  presently  fiinded  for  foreign  aid  and  yet  were  in  favor  of  continuing 
foreign  aid.  In  fact,  the  United  States  spends  less  than  1%  of  its  federal  budget  on  foreign  aid.  I 


"Americans  and  Foreign  Aid:  A  Study  of  American  Public  Attitudes,  Program  on 
Intemational  Policy  Attitudes.  A  joint  program  of  the  Center  for  the  Study  of  Policy  Attitudes 
and  the  Center  for  Intemational  and  Security  Studies  at  Maryland  School  of  Public  Affairs, 
University  of  Maryland. 


240 


know  this  has  been  mentioned  to  you  in  previous  testimony  before  this  Subcommittee,  but  I  think 

it's  necessary  to  reiterate  the  above  facts  before  continuing  with  my  statement,  particularly  as  this 

aid  has  its  greatest  impact  on  the  most  vuberable  population  in  the  world  -  children  and  women. 

Those  people  polled  recognized  that  the  U.S.  economy  would  benefit  fi-om  aid  funds  well  spent 

and  that  we  would  be  creating  potential  markets  for  American  goods  by  maintaining  aid  to 

developing  countries.  J.  Brian  Atwood,  Administrator  of  the  U.S.  Agency  for  International 

Development  made  some  interesting  comments  in  a  speech  at  Georgetown  University  which  are 

apropos  and  I  quote: 

"We  all  know  that  balancing  the  budget  is  a  priority.  But 
that  can  be  done  by  cutting  government  spending  or  it  can  be  done 
by  making  sensitive  investments  that  Avill  produce  economic  growth 
and  additional  revenues. 

No  sector  of  our  economy  is  growing  faster  than  the  export 
sector.  It  has  doubled,  fi-om  5%  to  10%,  in  the  past  decade. 

We  can  develop  markets  in  that  part  of  the  world  where 
four  out  of  five  people  will  live  in  the  year  2000.  We  can 
encourage  economic  growth  by  using  a  foreign  assistance  program 
that  is  effective  in  achieving  results,  a  foreign  assistance  program 
that  will  continue  to  be  an  obvious  expression  of  American 
leadership. 

The  people  expect  us  to  be  responsible.  The  people  know 
that  their  incomes  and  their  jobs  are  tied  to  the  global  economy  as 
never  before. 

They  know  that  developing  foreign  markets,  stabilizing 
population  growth,  promoting  democracy  and  preserving  the 
environment  is  the  thing  to  do.  They  know  this  even  if  they  still 
don't  like  the  sound  of  the  phrase  "foreign  aid". 

Will  we  continue  to  expend  less  then  one  percent  of  our 
national  budget  in  foreign  assistance  as  an  investment  in  economic 
growth  and  crises  prevention,  or  will  we  disengage?" 
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The  United  States  Agency  for  International  Development  is  in  the  process  of  closing  21 
missions  throughout  the  world  and  is  planning  to  close  an  additional  6  more  in  the  near  future. 
Funding  of  private  voluntary  organizations  (PVOs)  and  nongovernmental  organizations  (NGOs)  is 
therefore  more  important  than  ever.  Some  of  the  most  cost  effective  programs  under  the  AID 
Child  Survival  program  have  occurred  through  the  funding  of  the  Vitamin  A  programs  and  other 
nutritional  deficiency  programs,  River  Blindness  (onchocerciasis),  other  blindness  prevention 
programs,  and  other  component  programs  of  primary  health  care  all  of  which  have  proven  to  be 
successful  in  promoting  human  self  suflBciency,  the  exercise  of  human  rights  and  self  reliance. 
Last  year  when  I  came  before  this  Subcommittee,  I  expressed  my  concern  about  the  existing 
funding  for  programs  in  these  areas  and  the  fact  that  they  are  not  being  utilized  by  the  Agency  for 
International  Development  and  now  it  is  my  understanding  as  a  result  of  the  rescissions,  a  total  of 
$98,075  million  is  being  cut  fi-om  programs  that  were  funded  in  fiscal  years  1993,  1994,  and  1995. 

We  continue  to  support  the  development  of  programs  in  recipient  nations  to  assure  the 
rights  of  people  with  disabilities  in  these  countries  as  well  as  to  promote  independent  living  and 
rehabilitation  services  for  people  particularly  in  developing  countries  where  they  need  it  the  most 
and  to  ensure  that  children  with  disabilities  (be  they  physical,  mental,  or  sensory)  receive  an 
education  that  will  prepare  them  to  contribute  to  their  societies  rather  than  be  placed  in 
institutions,  remain  dependent  on  aid  from  developed  countries,  or  be  left  to  exist  as  best  they 
can.  As  part  of  ensuring  that  children  with  disabilities  get  the  appropriate  support,  we  continue  to 
support  vocational  training  for  people  with  disabilities  throughout  the  world.  Not  unlike  the 
developed  world,  educated  people  anywhere  tend  to  also  be  healthier  as  a  result  of  their  diet  and 
living  conditions. 
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Helen  Keller  International  is  asking  you  to  please  fiind  the  programs  that  work  and  are 
demonstrated  to  be  cost  effective  and  sustainable,  many  of  which  are  among  the  James  P.  Grant 
World  Summit  for  Children  Implementation  Act  of  1995.  In  particular,  we  support  $330  million 
for  Child  Survival  in  fiscal  year  1996  and  $380  million  in  fiscal  year  1997,  $30  million  for 
Vitamin  A/Micronutrients  in  fiscal  year  1996  and  $40  million  for  fiscal  year  1997,  and 
$1 10  million  for  UNICEF  in  fiscal  year  1996  and  $120  million  for  fiscal  year  1997. 
The  Four  Basic  Programmatic  Groups  of  HKI 

Eye  Health  -  Helen  Keller  International  is  dedicated  to  the  improvement  of  the  health 
status  of  underserved  populations  at  highest  risk  of  blindness  -  women,  children,  and  the  elderly. 
Its  efforts  are  directed  toward  blindness  prevention  programs  through  proper  use  of 
micronutrients  including  Vitamin  A,  cataract  removal  programs,  treatment  of  onchocerciasis,  and 
primary  eye  care  programs  such  as  trachoma  control  as  a  part  of  primary  health  care  in  Africa, 
Asia,  Latin  America,  North  America,  and  the  Caribbean.  All  programs  are  designed  using  basic 
preventive  and  curative  services  delivered  at  low  cost  through  simple  additions  to  and  support  of 
existing  health  and  social  services. 

Prevention  of  Micronutrient  Deficiency  Disease  -  HKI  has  pioneered  in  micronutrient 
interventions  since  1972  beginning  with  the  development  of  programs  to  prevent  blindness  in 
children  due  to  Vitamin  A  deficiency  in  Indonesia,  the  Philippines  and  Bangladesh.  Helen  Keller 
International  has  now  provided  technical  assistance  and  support  to  more  than  10  national 
developing  countries'  programs  to  control  blindness,  morbidity,  and  death  in  children  due  to 
Vitamin  A  deficiency  in  Afinca,  Asia  and  the  Caribbean.  Based  on  these  pioneering  efforts  in 
Vitamin  A  deficiency,  HKI  has  used  its  resources  to  collaborate  in  setting  the  standards  for 
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treatment  of  other  micronutrient  deficiencies  (principally  iron  and  iodine)  in  the  developing  world 
and  embarking  on  initiating  low  cost  treatment  programs  in  them.  Important  to  the  expansion  of 
such  interventions  is  the  development  of  national  policies  and  the  training  of  locally  active  NGOs 
to  sustain  national  programs  into  the  future. 

According  to  the  World  Bank,  nutrition  interventions,  and  particularly  interventions  to 
control  Vitamin  A  deficiency  are  very  cost  eflfective  at  a  cost  in  U.S.  dollars  of  as  low  as  $0.43 
per  child  per  year.  A  study  headed  by  Professor  George  Beaton  of  the  University  of  Toronto  who 
was  originally  one  of  the  skeptics  of  the  effectiveness  of  Vitamin  A,  and  Professor  Reynaldo 
Martorell  of  Cornell  University  presented  its  findings  at  the  recent  armual  meeting  of  the  ACC 
Subcommittee  on  Nutrition  (SCN)  and  said  that  "we  can  conservatively  expect  in  seriously 
vitamin  A-deficiency  areas  ~  and  there  are  many  --  the  addition  of  vitamin  A  will  reduce 
childhood  mortality  by  an  average  of  23  percent."  [Emphasis  added.] 

Onchocerciasis  (River  Blindness)  Control  -  HKI  is  committed  to  the  prevention  of 
blindness,  control  of  the  spread,  and  the  eradication  of  River  Blindness.  In  areas  where  there  has 
been  control  of  the  disease,  HKI  is  committed  to  programs  to  prevent  its  return  through 
community  information,  education  and  communication  (lEC)  programs,  disease  surveillance, 
development  of  health  information  systems  and,  most  importantly,  the  distribution  of  the  drug 
Ivermectin.  This  program  is  based  on  extensive  past  experience  in  primary  eye  care  and 
development  of  national  programs  of  Vitamin  A  distribution.  Again  HKI's  efforts  are  directed 
toward  strengthening  and  developing  local  capacities  of  disease  control.  Onchocerciasis 
programs  are  currently  under  way  in  Afiica  (Burkina  Faso,  Niger,  and  Cameroon)  and  Mexico. 
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These  projects  should  and  need  to  be  expanded  to  other  parts  of  Africa  and  the  Americas 
currently  unserved. 

Training  and  Community  Education  -  HKI  is  dedicated  to  the  development  of 
sustainable  public  health  sendees  through  the  strengthening  of  local  capacities  to  design, 
implement,  and  evaluate  training  and  education  activities.  HKI's  experiential  learning  approach 
is  brought  to  bear  wherein  technical  skills  are  collaboratively  developed  in  the  community 
context.  The  Training  of  Trainers  (TOT)  qiproach  is  utilized  in  which  trainees  become 
facilitators  within  the  culturally  relevant  community  itself. 

With  the  closing  of  21  U.S.  AID  missions  throughout  the  developing  world,  private 
voluntary  organizations  (PVOs)  are  needed  more  than  ever  to  fill  in  where  the  U.S.  AID  is  no 
longer  working  directly  with  developing  countries.  Many  of  these  countries  will  still  need 
development  assistance  and  PVOs  are  the  ideal  means  to  continue  providing  selected  services 
and  collaborative  technical  assistance  in  association  with  local  nongovernmental  organizations 
(NGOs).  We  are  asking  the  Committee  to  please  maintain  the  level  of  funding  for  these  types 
of  programs  in  order  to  fulfill  the  commitment  to  these  countries  made  by  the  United  States 
and  the  individual  PVOs  themselves.   Failure  to  do  this  will  reflect  adversely  on  the  integrity 
of  the  United  States  as  well  as  the  PVOs,  and  of  course,  will  work  adversely  on  the 
maintenance  of  eye  health  care  services. 

As  you  may  already  know,  Helen  Keller  International  developed  and  has  carried  out  the 
highly  successful  Vitamin  A  Technical  Assistance  Program  (VITAP)  which  may  close  at  the 
end  of  May  1995.  This  program,  funded  by  AID,  was  so  successful  because  of  its  ability  to 
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maximize  the  multiplier  effect  through  the  development  of  the  delivery  capacity  of  other  PVOs 
to  initiate  and  support  Vitamin  A  supplementation  programs.  Helen  Keller  International  is 
hopefully  anticipating  the  initiation  of  a  follow  up  program  to  VITAP,  the  Micronutrient 
Technical  Assistance  Program  (MICROTAP)  now  under  consideration  by  AID. 

Fiifiirp  Programs 
The  future  offers  real  opportunities  for  growth  both  in  programs  and  funding.  In  terms 
of  capital  formation,  HKl's  emphasis  will  be  to  reinforce  its  public  funding  capability  with 
more  vigorous  private  sector  money-raising.  Among  HKI's  early  breakthroughs  in  resource 
development  are: 

•  A  number  of  Brazilian  corporations  are  positioned  to  assist  HKI  in  reaching  2  million 
children  through  ChildSight^  in  three  years. 

•  ChildSight^  USA  in  Washington  Heights,  New  York  City,  will  be  replicated  in 
Harlem,  Baltimore,  Los  Angeles,  El  Paso  and  Newark  providing  eyeglasses  for  needy 
school  children. 

•  In  the  Philippines,  HKI  technical  training  of  local  medical  staff  providing  improved 
access  to  primary  eye  care  services  for  people  in  remote  regions  of  the  Archipelago. 

•  In  Afdca,  the  advance  in  river  blindness  control  accomplished  in  Cameroon  must  be 
replicated  in  other  unserved  countries  in  the  region. 

HKI  field  successes  over  the  past  two  decades  offer  a  compelling  argument  for  ongoing 
venture  capital  from  USAID  to  enable  HKI  to  launch  cutting  edge  initiatives  and  pilot 
programs  both  at  home  and  abroad.   Once  launched,  HKI  and  host  governments  generate 
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funding  from  regional  sources  such  as  corporations,  foundation  and  peer  institutions  to  insure 

program  sustainability. 

In  a  special  article  of  the  American  Journal  of  Clinical  Nutrition  put  out  by  the 

American  Society  for  Clinical  Nutrition  in  its  1995,  Volume  61,  there  is  an  article  on  "New 

Global  Perspectives  on  Overcoming  Malnutrition"  which  was  a  result  of  a  meeting  of  the  All 

India  Institute  Of  Medical  Sciences  in  New  Delhi,  India,  that  produced  a  Declaration  that 

called  for  its  member  states  to  make: 

"all-out  efforts  to  eliminate  before  the  end  of  the  decade:    1)  famine  and  famine 
related  deaths,  2)  starvation  and  nutritional  deficiency  diseases  in  communities 
affected  by  natural  and  mamnade  disasters,  and  3)  iodine  and  vitamin  A 
deficiencies. " 

The  article  continued  to  say  that  the  member  states: 

"pledged  to  reduce  substantially  within  this  decade  widespread  chronic  hunger 
and  undernutrition  especially  among  women,  children,  and  elderly  people;  other 
micronutrient  deficiencies  including  that  of  iron;  diet-related  communicable  and 
noncommunicable  diseases;  social  and  other  impediments  to  optimal 
breast-feeding;  and  inadequate  sanitation  and  poor  hygiene,  including  unsafe 
drinking  water. " 

The  above  quotation  succinctly  reflects  the  precepts  of  Helen  Keller  International. 

I  thank  you  for  your  time  and  the  opportunity  to  present  our  case  and  am  open  for  any 

questions  the  Committee  cares  to  ask. 
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Thursday,  March  30,  1995. 
POPULATION  PLANNING 

WITNESS 
PETER  R.  HUESSY,  PRESIDENT,  PRH  &  COMPANY 

Ms.  Pelosi.  Welcome,  Mr.  Huessy. 

Mr.  HuESSY.  Thank  you.  Madam  Chair,  and  members  of  the  com- 
mittee. 

Thank  you  for  letting  me  appear  here.  I  am  not  going  to  read  my 
testimony  but  I  want  to  go  through  and  suggest  to  you  that  I  would 
urge  you,  with  everything  I  have,  that  you  abolish  the  family  plan- 
ning programs  in  AID  and  the  World  Bank  and  UNFPA. 

I  do  not  say  that  as  someone  who  is  opposed  to  family  planning 
per  se.  I  do  not  say  that  as  someone  who  thinks  there  is  not  a  pop- 
ulation problem.  I  think  there  is  a  very  serious  population  problem. 
Let  me  outline  to  you  why  I  believe  this. 

The  amount  of  money  we  are  spending  over  seven  years  for  the 
family  planning  program  in  AID  is  $4.2  billion.  That  is  equivalent 
of  2.4  million  American  families  earning  $24,000  a  year  paying 
$3,200  in  taxes,  getting  a  $2,000  tax  break. 

That  is  an  awful  lot  of  money  and  an  awful  lot  of  families  who 
have  to  work  an  entire  year,  2.5  million  American  families  an  en- 
tire year  earning  $24,000  just  to  pay  that  bill. 

Let  me  tell  you  why  I  think  family  planning  is  a  fraud.  When  it 
was  begun  we  were  told  that  the  reason  that  there  were  large  num- 
bers of  children  being  born  in  the  third  world  per  family  was  that 
there  was  unwanted  fertility.  When  studies  overwhelmingly 
showed  that  people  wanted  four,  five,  and  six  children  the  family 
planners  said,  no,  well,  we  want  to  provide  cheap  contraceptives 
and  subsidize  them,  make  them  available. 

When  studies  showed  that  this  was  not  the  problem  at  all  they 
fell  back  on  the  question  of  let's  space  children.  When  it  was  found 
that  other  programs  provided  by  the  private  sector  of  host  coun- 
tries were  much  cheaper,  we  then  were  told  that  development  and 
family  planning  would  work.  It  is  like  saying  that  gin  and  tonic 
gets  you  drunk.  It  is  the  gin  not  the  tonic. 

I  was  in  this  business  for  many  years.  When  I  left  the  business 
I  spent  some  of  my  own  money  and  got  money  from  Bob  Gillespie 
of  Population  Communications  out  in  California.  This  is  the  first 
objective  analysis  of  family  planning  programs  done  at  the  World 
Bank,  the  UNFPA,  AID,  the  Population  Crisis  Committee  in  every 
one  of  the  largest  10  countries  in  the  developing  world.  This  report, 
Congresswoman  Pelosi,  and  Mr.  Chairman,  this  costs  $5,000. 

AID  blows  this  every  five  seconds,  pretty  much,  on  the  most  non- 
sensical studies,  analyses,  seminars,  conferences,  primarily  to  fam- 
ily planning  enthusiasts  who  spend  their  money  writing  reports  on 
how  we  should  spend  even  more  money.  In  fact,  ten  witness  after 
me  will  tell  you  that  after  30  years  of  family  planning,  the  fertility 
rate  in  the  third  world  is  four  children.  Well,  that  is  enough  to  dou- 
ble the  population  every  25  to  30  years. 

He  will  tell  you  that  the  growth  rate  has  come  down  when,  in 
fact,  in  the  1950s  it  was  2.2  percent,  it  is  now  2.2  percent.  I  think 
one  of  ten  problems  with  family  planning  is  that  Jim  Grant  and  I, 
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I  remember  a  conversation  I  had  with  him  well  over  15  years  ago 
when  we  went  through  this  analysis  and  he  agreed  that  desired 
family  size  was  the  problem. 

The  Office  of  Technology  Assessment  did  a  study  on  this  in  1982 
and  came  to  the  same  conclusion.  The  General  Accounting  Office 
did  a  study  of  this,  interviewed  myself  in  1989  and  1990  and  said 
exactly  the  same  thing. 

He  said  but  what  are  we  going  to  do?  I  said  that,  Jim,  we  should 
not  do  something  just  because  we  want  to  do  something.  We  should 
not  do  something  if  it  wastes  money  because  then  we  are  pretend- 
ing and  fooling  ourselves  that  we  are  doing  something  about  the 
problem. 

Let  me  go  and  tell  you  what  we,  down  at  the  University,  I  am 
with  the  National  Defense  University  as  an  associate.  I  teach  down 
there,  and  I  am  also  an  analyst. 

We  did  an  assessment  called  Strategic  Assessment  1995  last 
year,  the  first  time  the  university,  under  the  direction  of  the  Joint 
Chiefs  of  Staff  and  the  Chairman  of  the  Joint  Chiefs  of  Staff,  Sec- 
retary of  Defense  did  an  assessment  of  the  strategic  problems  fac- 
ing this  country  out  to  the  next  20  years. 

We  looked  at  population  and  environment.  Well,  Julian  Simon 
and  some  will  argue  that  there  is  not  a  population  explosion.  In 
fact,  what  is  ironic  is  that  AID  17  years  ago,  today,  published  a 
study  by  Don  Bogue  at  the  University  of  Chicago  where  he  said  the 
population  explosion  was  a  dud.  He  said  the  population  of  the 
world  in  the  year  2000  would  only  hit  4.5  billion.  As  Warner 
Fornos  will  tell  you,  he  is  coming  up  right  after  me,  it  is  going  to 
hit  6.2  billion. 

What  was  the  estimate  in  1950?  That  was  6.2  billion.  What  was 
the  estimate  in  1955?  That  was  6.2  billion.  What  was  the  estimate 
in  1960,  before  all  these  family  planning  programs  began?  That 
was  6.2  billion. 

Basically  what  we  have  done  is  hit  the  target  that  the  UN  said 
we  would  hit  in  the  absence  of  all  these  programs  anyway. 

What  is  ironic  is  that  when  Don  Bogue  said  that  the  press  in  this 
country,  the  headlines  in  the  New  York  Times,  the  Washington 
Post,  the  Wall  Street  Journal,  were  that  the  population  problem 
was  a  problem  but  a  mere  problem,  not  really  a  serious  problem. 

Let's  look  at  some  of  the  numbers  we  came  up  with  and  these 
are  not  projections.  These  are  numbers  based  on,  if  you  turn  to  the 
fifth  page,  under  world  labor  force  growth  between  1950  and  the 
year  2030.  Irrespective  if  you  think  there  is  a  population  problem, 
the  labor  force  explosion  or  the  baby  boom  has  grown  up,  so  to 
speak,  is  what  we  are  facing. 

And  let  me  read  you  a  paragraph  from  my  testimony.  "We  con- 
cluded that  the  labor  force  growth  in  the  developing  world,  outside 
of  China,  will  grow  by  604  million  people  between  1990  and  the 
year  2010."  Let  me  tell  you  those  people  are  already  born.  It  is  not 
a  question  of  birth  rates. 

"Compared  to  400  million  between  1970  and  1990.  By  compari- 
son the  labor  force  of  the  industrialized  world  grew  by  less  than 
100  million  between  1970  and  1990.  Thus,  the  developing  nations 
with  an  annual  GDP  of  $2.6  trillion  have  to  create  six  times  as 
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many  jobs  compared  to  our  GDP  of  the  industrialized  world  of 
$14.6  trillion." 

Let  me  conclude  by,  as  you  can  see  from  the  rest  of  my  testi- 
mony, urging  you  not  only  to  get  rid  of  the  family  planning  pro- 
grams, but  look  very  seriously  at  what  the  Heritage  Foundation 
proposed  to  you  is  that  we  aid  countries  that  have  free  economies, 
that  have  low  taxes,  that  encourage  entrepreneurship,  and  more 
than  anything  else  encourage  the  literacy  and  education  of  women. 
This  delays  their  marriage  and  delays  them  getting  into  child  bear- 
ing, brings  them  into  the  world  of  entrepreneurship  and  self-em- 
ployment which  can  dramatically  change  birthrates. 

But  if  you  look  at  the  example  I  have  given  in  the  testimony,  in 
Korea  and  Egypt,  the  vast  difference  between  those  two  countries 
is  one  has  a  free  economy  and  started  incentives  and  disincentives 
for  small  families,  and  the  other  has  a  centralized  government,  gets 
massive  foreign  aid  and  is  basically,  if  you  look  at  the  indices,  even 
though  Egypt  is  an  oil  exporter,  and  Korea  is  an  oil  importer, 
Korea  imports  as  much  food  as  Egypt  and  yet,  its  GDP  is  some- 
thing like  18  or  19  times  higher  per  capita. 

Mr.  Forbes  [presiding].  I  appreciate  it,  thank  you,  very  much. 

Mr.  HUESSY.  Thank  you,  sir.  I  would  also  like  to  submit  a  study 
by  the  World  Bank  by  Lance  Pritchard  that  was  done  just  last  year 
that  comes  to  the  same  conclusions  I  do.  I  think  it  is  one  of  the 
finest  studies  the  World  Bank  has  done. 

Mr.  Forbes.  Thank  you,  very  much. 

[The  information  follows:] 
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TESTIMONY 
OF 
PETER  R.  HUESSY 
PRESIDENT,  PRH&CO 
POTOMAC,  M.D. 
MARCH  30,1995 

MR.  CHAIRMAN: 

Twenty  years  ago  I  began  my  work  in  the  population  field.  In  1985,  I  published 
"To  Inherit  the  Earth"  under  the  auspices  of  Population  Reports  International, 
and  organization  I  founded  in  1983  for  the  sole  purpose  of  putting  together  an 
objective  analysis  of  international  family  planning  programs.  In  the  report,  I 
concluded  then  that  family  planning  was  ineffective  in  reducing  population  growth 
and  was  best  described  as  a  form  of  "voodoo  demographics."  NBC's  evening  news 
with  Tom  Brokaw  led  its  broadcast  on  June  21  with  that  story. 

In  the  past  decade,  I  have  seen  no  evidence  to  change  my  conclusions.  In  fact, 
there  is  little  doubt  in  my  mind  that  the  family  planning  programs  run  by  AID, 
the  World  Bank,  and  UNFPA  should  be  abolished,  saving  American  taxpayers 
some  $3.5  billion  between  now  and  2002. 

It  is  not  that  I  believe  that  population  growth  is  not  a  serious  problem.  It  is.  But 
The  reason  family  planning  is  a  fraud  is  that  the  "population  problem"  was 
defined  dishonestly  in  the  first  place. 

Let  me  explain. 

U.S.  international  family  planning  efforts  began  with  the  work  of  the  Ford 
Foundation  in  India  in  1949.  The  effort  was  premised  on  the  absurd  notion  that 
the  reason  people  in  developing  countries  had  large  numbers  of  children  was 
because  they  did  not  know  how  to  control  their  fertility.  It  was  assumed  that 
these  people,  being  ignorant  of  modern  contraceptives,  were  caught  in  a  trap  of 
high  birth  rates  and  deadly  poverty. 

The  evidence  from  the  first  years  of  family  planning  efforts  was  dismal .  Evidence 
was  overwhelming  that  people  wanted  large  numbers  of  children,  generally 
between  4-6,  which  was  sufficient  to  double  the  populations  in  the  third  world 
every  generation.  When  confronted  with  the  charge  that  the  western 
industrialized  nations  were  trying  to  "force"  or  "push"  or  "persuade"  people  to 
have  smaller  numbers  of  children,  the  family  planning  publicists  went  to  work.  In 
all  its  efforts ,  family  planning  affirmed  the  right  of  every  person  to  have  the 
number  of  children  he  or  she  desired. 

Now  think  about  this:  the  desired  number  of  children  is  the  problem.  Telling 
people  they  can  have  the  number  they  want,  which  doubles  third  world 
populations  every  generation  can  hardly  be  the  solution,  can  it?  And  thus  this 
has  been  at  the  very  core  why  "family  planning"--the  availability  of  modern 
contraceptives — has  been  such  a  failure.  Despite  the  expenditure  of  billions  of 
dollars,  it  has  not  persuaded  people  in  the  poorer  nations  of  the  world  to  adopt  a 
small  family  norm. 
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At  the  same  time  that  family  planning  was  being  promoted  in  the  poorer  nations  by 
US  assistance,  the  economic  development  experts  stepped  forward  and  said  they 
had  the  answer  to  population  growth.  It  was  asserted  that  economic  prosperity 
would  change  people's  attitudes  about  large  families.  A  "demogi^aphic  transition" 
would  occur,  much  as  it  had  over  the  100  years  from  the  end  of  the  19th  century 
to  the  present  in  both  Europe  and  America.  And  over  the  past  thirty  years,  the 
U.S. ,  the  World  Bank  and  the  United  Nations  have  spent  nearly  $1  trillion  on 
development  assistance  in  pursuit  on  this  goal. 

But  three  problems  intervened  to  stop  the  transition  in  the  third  world.  First,  it 
was  assumed  that  from  the  hands  of  government  wealth  would  be  created.  With  an 
almost  childlike  faith  in  government  intervention,  we  spent  billions.  When 
questioned  about  its  effectiveness,  aid  administrators  routinely  talked  about 
"inputs",  but  rarely  about  results.  In  1977,  for  example,  I  organized  a 
conference  under  the  auspices  of  the  Center  for  Strategic  and  International 
Studies  and  The  Environmental  Fund,  on  the  security  and  national  defense 
implications  of  population  growth,  environmental  and  resource  constraints  and 
stagnant  economic  growth.  We  chose  Iran,  the  Philippines  and  Mexico  as  our  three 
countries  of  study.  In  every  case,  those  who  spoke  about  development  assistance 
were  convinced  that  each  country  would  reach  some  level  at  which  an  "economic 
takeoff"  would  follow.  There  was  not  then  nor  is  there  now  evidence  to  support 
this  conventional  wisdom. 

The  second  problem  was  that  third  world  governments  hijacked,  wasted  and  stole 
the  billions  in  both  public  and  private  assistance  to  the  developing  world.  Free 
markets  and  open  economies  were  the  exception,  not  the  rule.  Almost  every 
analysis  confirmed  this  fact,  but  until  the  early  1980's,  it  was  an  article  of  faith 
that  foreign  assistance  and  development  aid--channelled  through  governments-- 
were  critical  to  addressing  questions  of  poverty,  instability,  environmental 
degradation  and  unemployment  in  the  poorer  nations  of  the  world . 

The  third  problem  to  intervene  is  that  in  a  very  large  numbers  of  countries,  the 
resource  and  environmental  base  upon  which  depended  the  lives  of  millions  of 
poor  people  began  to  erode,  break  and  collapse.  The  first  sign  of  this  was  the  mid 
1970s  per  capita  declines  in  food  production.  The  resource  base  upon  which 
development  had  depended  in  the  western  industrialized  world  was  not  available 
in  Bangladesh,  Egypt  or  Mexico.  Nor  a  free  market  economy,  or  democratic 
institutions,  or  a  relatively  trained  and  literate  population.  Remember  that  in  the 
United  States  during  our  industrialization,  our  resource  production  and 
consumption  increased  at  staggering  rates — we  did  have,  it  must  be  noted,  an 
untapped  continent  of  natural  resource  wealth. 

But  that  is  not  the  most  critical  factor.  Time  is.  It  may  very  well  be  true  that  both 
the  resource  and  human  capital  base  of  these  poorer  nations  can  be  enhanced  and 
improved  over  time  sufficient  to  support  a  decent  and  growing  standard  of  living. 
But  the  population  growth  now  being  experienced  in  the  third  world  has  a 
momentum  that  makes  the  daily  effort  to  earn  a  living,  secure  an  education,  and 
remain  healthy  a  daunting  task.  We  have  all  seen  the  pictures  of  the  trash  heaps 
in  Cairo  where  1  million  people  live;  or  the  streets  of  Calcutta  or  the  shanty  towns 
of  Rio  or  the  squalor  of  sub-Sahara  Africa. 
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Remember  that  in  Bangladesh  another  100  million  people  may  be  added  to  that 
country  in  30  years  while  it  took  400  hundred  years  for  the  US  population  to 
reach  that  number.  Remember,  when  people  argue  that  the  world  can  support  10- 
12  billion  people,  ask  them  why  it  doesn't  even  support  5.5  billion,  despite  the 
rather  fantastic  advances  in  science,  technology,  and  communications.  It  is  ironic 
that  in  the  midst  of  great  achievement,  great  creativity  and  great  success  on  this 
planet  we  have  side  by  side  such  poverty. 

We  can  change  that. 

Let  me  compare  for  you  two  countries.  South  Korea  and  Egypt.  In  1957,  both  had 
recently  been  through  war,  although  Korea  was  far  the  more  devastated  country. 
Both  had  populations  of  20  million.  Their  energy  production,  food  production  per 
capita  was  similar  as  was  their  GNP  per  capita.  Their  birth  rates  were  near  40  per 
1000.  In  almost  every  measure  of  development  they  were  similar. 

But  over  the  next  40  years,  they  followed  vastly  different  paths.  Egypt  adopted  a 
government  controlled,  heavily  taxed,  high  tariff,  and  centralized  economic 
policy.  It  adopted  "family  planning".  It  received  heavy  assistance  from  the 
international  community  and  for  the  past  20  years  has  received  nearly  $60  billion 
in  US  assistance  alone. 

The  US,  on  the  other  hand,  ended  foreign  assistance  to  Korea  in  the  mid  to  late 
1960's.  Korea  adopted  laws  and  policies  designed  to  encourage  people  to  have 
smaller  families.  It  secured  major  improvements  in  public  health,  immunization  and 
primary  and  secondary  education.  The  nation  also  adopted  a  market  economy,  and 
encouraged  an  entrepreneurial  class  of  people.  Let  us  look  at  the  two  countries 
now: 

KOREA  EGYPT 

Population  45  million  60  million 

Birth  Rate  16/1000  32/1000 


Desired  #C 

1.8 

4.0 

Labor  Force  Growth     1 . 8% 

2.6% 

Unemployment 

2% 

20%+ 

Mortality  of             5 

children 

(Under  five  years) 

76 

Food  costs 
(%  of  income) 

35% 

50% 

Cropland 
(000  hectares) 

2.1  million 

2.6  million 

Increase  Since 
1980 

-4% 

6.8%+ 
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Per  capita 
Cropland 


.047  hectares 


Fertilizer  440  kilos 

Use  per  hectare 


Grain  Imports 

Energy 
Production 

Exports  of 
Energy 

Energy 
Consumption 

Energy 
Consumption  p.c 


9.8mm  tons 
149  million  b/o/e 

NA 

623  million  b/o/e 

14  barrels  of  oil/e 


Imports  as  85% 

%  Energy  Consumption 

Per  Capita  GNP  $6,277 

Female  Literacy         94% 

Male  Literacy  99% 


.043  hectares 

361  kilos 

9.5  mm  tons 
378  million  b/o/e 

197  million  b/o/e/ 
183  million  b/o/e/ 
3.36  barrels  of  oil/e 

NA 

$611 

34% 
63% 


This  table  reveals  some  very  interesting  points :  Korea  imports  more  cereal  grain 
and  energy  than  Egypt,  yet  its  per  capita  GNP  is  over  10  times  higher.  Korea  has 
the  same  scarcity  of  agricultural  land,  uses  a  comparable  amount  of  fertilizer  per 
hectare  of  cropland,  imports  more  grain  but  spends  less  of  its  household  income 
on  food  than  Egypt,  and  has  lower  infant  and  child  mortality.  Conventional 
wisdom  would  have  South  Korea — with  no  domestic  oil  production  and  large  cereal 
grain  imports,  poor  and  Egypt,  with  oil  production  and  oil  exports,  rich.  The 
opposite  is  the  case. 

Early  on,  Korea  emphasized  creative,  market  economic  policies;  encouraged  the 
small  family  norm,  reduced  infant  mortality  and  emphasized  female  education.  The 
difference  40  years  later  is  enormous.  There  are  important  lessons  here.  The 
critical  factors  are:  support  for  free  markets  and  free  economies;  support  for 
education  and  literacy;  and  support  for  the  small  family  norm.  Family  planning, 
on  the  other  hand--the  distribution  of  contraceptives--is  simply  immaterial. 
Countries  should  manufacture  their  own  contraceptives  or  allow  the  private  sector 
to  provide  for  the  population. 
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The  idea  of  buying  American  made  commodities,  shipping  them  around  the  world, 
storing  them  in  warehouses,  and  then  paying  government  workers  to  ride 
motorcycles,  jeeps  and  bicycles  and  distributethese  things  is  absurd.  In  our 
study  of  these  programs,  we  found  half  the  time  the  commodities  are  never 
distributed  but  thrown  in  the  nearest  river  or  dump  while  the  government  worker 
uses  the  trucks,  jeeps  and  motorcycles  to  deliver  other  goods  and  run  their  own 
business's  on  the  side.  I  strongly  recommend,  once  again,  that  the  Committee 
abolish  the  population  account  within  the  AID  budget,  as  well  as  support  for  the 
World  Bank,  UNFPA  and  others. 

Many  of  those  opposed  to  this  type  of  foreign  aid  belittle  the  idea  that  there  is  a 
population  problem.  How  ironic  that  many  of  the  news  stories  generated  about  the 
population  explosion  not  having  materialized  come  from  studies  paid  for  by  AID! 
For  example,  17  years  ago,  an  AID  sponsored  report  written  by  Dr.  Donald  Bogue 
of  the  University  of  Chicago  called  the  population  explosion  a  "dud".  He 
predicted  that  the  global  population  would  only  reach  4.5  billion  people  by  the 
year  2000.  Actually,  the  global  population  by  the  year  2000  now  will  approach  6.2 
billion,  precisely  the  estimate  made  by  the  United  Nations  some  40  years  ago!  And 
how  ironic  that  as  we  fight  over  whether  the  future  contains  a  "population 
explosion",  we  are  standing  in  the  midst  of  a  labor  force  explosion  unknown  in  all 
of  human  history.  The  additions  to  the  future  labor  force  are  not  a  matter  of 
guess  work — they  have  already  been  born. 

For  example,  the  National  Defense  University,  Institute  for  National  Strategic 
Studies  assessed  both  population  and  environment  recently  in  a  study  entitled 
"2014".  We  concluded  that  the  labor  force  growth  in  the  developing  world  outside 
of  China  will  grow  by  604  million  between  1990  and  2010;  compared  to  406  million 
between  1970-1990.  By  comparison,  the  labor  force  of  the  industrialized  nations 
grew  by  less  than  100  million  from  1970-1990.  Thus  the  developing  nations,  with 
an  annual  GNP  of  $2.6  trillion  must  create  in  20  years  6  times  as  many  jobs  as  the 
industrialized  world — with  a  GNP  of  over  $14.6  trillion — created  in  the  past  20 
years.  (These  figures  exclude  former  Soviet  Union  and  Warsaw  Pact  nations) . 

World  Labor  Force  1950-2030 

Developing  World     1950(485  million) 
1970(691  million) 
1990(1098  million) 
2010(1702  million) 


The  implications  of  these  numbers  are  serious.  One  doesn't  have  to  look  but  to  the 
latest  newspaper  or  evening  news  telecast  to  see  the  unrest  from  Algeria  to  Burma 
fueled  by  massive  demonstrations  of  young  UNEMPLOYED  males.  Ambassador 
Sullivan  said  in  1979  that  at  bottom  the  Iranian  revolution  was  a  demographic  one. 
As  governments  have  foolishly  pursued  centralized  economies,  they  have  shut  off 
the  economic  incentives  to  create  jobs  for  millions  of  additional  job  seekers 
representing  the  population  explosion  or  baby  boom  grown  up !  As  millions  remain 
jobless,  urban  centers  end  up  massively  subsidizing  the  cost  of  bread,  cooking 
oil,  and  transportation. 
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Governments  run  up  huge  debts,  with  international  and  bilateral  assistance  going 
almost  exclusively  to  debt  payments.  As  the  threat  of  riots  and  unrest  increases, 
the  government  debt  rises,  economic  growth  stagnates,  and  population  growth-- 
and  the  labor  force  growth — increases.  Outside  assistance  simply  delays  the  day 
of  reckoning  and  helps  governments  put  off  tough  decisions.  Thus,  past  errors 
are  compounded  into  present  tragedies . 

Whatever  a  nations  resource  base  or  population  growth  rate,  a  policy  of  open  and 
free  markets,  low  taxes  and  tariffs,  low  or  zero  capital  gains,  an  encouragement 
to  entrepreneurship,  opportunity  for  a  wide  range  of  people,  especially  women,  is 
far  more  appropriate,  compassionate  and  fair  than  a  closed,  centralized,  planned 
economy.  But  yet  enthusiasts  for  development  assistance  still  talk  about  grand 
global  designs,  governments  plans  and  demand  economies.  Can  it  be  any  clearer, 
after  the  collapse  of  marxism  in  eastern  Europe  and  the  Soviet  Union,  that  such 
schemes  have  not,  will  not  and  cannot  work? 

In  recent  weeks  we  have  heard  much  of  Korea  being  a  foreign  assistance  "success 
story."  The  people  making  this  claim  apparently  know  little  of  that  country.  I  am 
one  of  only  three  American  students  to  have  studied  as  an  undergraduate  in 
Korea  since  the  Korean  war.  In  1969-70,  I  attended  Yonsei  University,  and  lived 
with  a  Korean  family,  the  father  of  whom  would  some  day  become  Ambassador  to 
the  United  States.  By  1966,  foreign  assistance  from  the  States  had  been  ended. 
The  continued  military  assistance  was  in  support  of  the  US  forces  there  and,  if 
anything,  was  symbolic  of  the  very  severe  military  spending  burden  placed  upon 
the  Korean  economy  by  the  threat  from  communist  North  Korea.  The  large  military 
establishment  distorted  the  Korean  economy,  as  well  as  its  labor  force,  and  if 
anything  slowed  the  rate  of  economic  growth. 

The  reason  so  many  third  world  nations  are  now  economic  basket  cases  is  that 
their  economic  advisers  could  not- -unfortunately — find  a  giraffe  in  a  phone 
booth.  For  years  they  listened  to  the  Jack  Kervorkian's  of  international  finance  at 
the  World  Bank  and  IMF  and  ignored  the  free  market's  of  Korea,  Singapore,  Hong 
Kong,  Taiwan  and  Chile.  US  assistance  has  reinforced  the  myth  that  somehow 
economic  growth  comes  from  the  beneficence  of  government — rather  than  the 
creativity,  genius  and  hard  work  of  ordinary  people. 

ADDENDUM  OF  FAMILY  PLANNING  FACTS 

Let  me  conclude  with  some  points  made  in  my  1985  study,  many  repeated  in  a 
recently  completed  World  Bank  study  by  Lant  Pritchett(" Desired  Fertility  and  the 
Impact  of  Population  Policies",  Population  and  Development  Review,  Volume  20, 
Number  1,  1994). 

oAlmost  all  assessments  of  family  planning  are  done  by  family  planning 

enthusiasts,  paid  for  by  family  planning  program  funds. 

oConventional  wisdom  dies  hard,  as  the  mantra  about  family  planning  is  repeated 

endlessly  until  it  becomes  a  legend.  Paul  Kennedy,  in  his  book    Preparing  for  the 

21st  Century,  makes  this  mistake  by  asserting  that  the  only  way  to  deal  with  the 

population  explosion  is  to  introduce  cheap  and  reliable  forms  of  birth  control. 

oBirth  rates  in  country  after  country  remained  the  same--even  increased — after 

family  planning  programs  were  introduced.  In  countries  where  birth  rates  were 

already  falling,  birth  rates  continued  to  fall  or  stopped  falling. 

oA  1994  World  Bank  Study  of  family  planning  concluded  that  the  "unmet  need"  for 

family  planning  in  the  third  world  is  based  on  pure  myth. 
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oBy  the  late  1970's,  AID  had  become  prisoner  of  the  inundation  theory  of 

population  control--you  bury  people  in  contraceptives  and  they  suddenly  will 

adopt  a  2  child  family 

norm.  Dr.  Ravenholt  head  of  AID'S  Office  of  Population  for  nearly  twenty  years, 

repeatedly  gave  such  testimony  before  this  committee. 

oin  particular,  the  POPINFORM  program  at  Johns  Hopkins  is  a  terrible  waste — 

millions  are  spent  publishing  a  gynecology  magazine  for  rich  doctors  in  poor 

countries. 

oSocial  and  economic  conditions  make  large  families  desirable  in  the  poorer  nations 

of  the  world--]ust  as  such  conditions  did  in  the  western  industrialized  world.  The 

difference  is  the  population  momentum--in  1950,  Europe  had  more  people  than 

Africa.  Today,  Africa's  population  is  nearly  twice  that  of  Europe. 

oDesired  family  size  and  actual  family  size  is  nearly  identical  in  developing 

nations . 

oCost  of  contraceptives  is  also  not  a  factor  in  that  the  cost  of  contraceptives  in 

the  third  world  compared  to  the  cost  of  raising  a  child  is  equivalent  to  the  cost  of 

changing  your  oil  compared  to  the  cost  of  a  car.  A  free  oil  change  s  not  want 

stands  between  an  American  and  buying  a  car. 

oUsing  family  planning  programs  to  reduce  birth  rates  would  cost  $5  billion  to 

lower  the  world's  crude  birth  rate  by  3%  or  about  1  point. 

oMillions  of  dollars  in  family  planning  commodities  have  had  to  be  burned  in 

warehouses  from  Nepal  to  the  Philippines  to  Kenya  because  their  shelf  life  has 

expired.  In  1976,  AID  purchased  condoms  with  red,  white  and  blue  American 

flags  emblazoned  on  them  for  distribution--one  high  ranking  AID  employee  was 

seen  throwing  boxes  of  these  from  the  roof  top  of  the  American  embassy  in  Haiti 

during  a  festival. 

oMillions  in  US  assistance  is  spent  on  needless  conferences,  meetings  and 

seminars  designed  to  repeat  one  message--more  bucks  for  family  planning.  Money 

is  laundered  by  repeated  pass-through.  In  this  way,  the  Population  Crisis 

Committee  could  receive  nearly  $350,000  annually  from  AID  and  still  claim  in 

Congressional  testimony  that  they  received  no  federal  monies. 

oUnable  to  show  that  family  planning  was  bringing  down  birth  rates ,  the  family 

planners  moved  to  estimate  birth  rates  on  the  basis  of  the  number  of 

contraceptives  delivered — whether  used,  burned,  or  lost.  In  study  after  study, 

the  use  of  contraceptives  was  shown  to  be  consistent  with  having  large  numbers 

of  children. 

oThe  GAO  assessed  family  planning  in  1990  and  concluded  that  high  desired 

family  size  was  the  problem  not  the  availability  of  contraceptives. 

oFor  example,  UN  family  planning  programs  began  in  Mexico,  Indonesia,  the 

Philippines  and  Thailand  in  1972.  In  the  eight  years  prior  to  the  program,  birth 

rates  dropped  an  average  of  6  points.  In  the  8  years  after  the  programs  were 

adopted,  birth  rates  dropped  an  average  of  4  points.  This  is  success? 


Peter  Huessy  is  President  of  PRH&CO,  a  defense  policy  and  congressional 
relations  firm.  He  is  also  an  Associate  at  the  National  Defense  University,  where 
he  has  recently  undertaken  assessments  of  the  international  security  dimensions 
of  population,  resources  and  environment.  Mr.  Huessy  also  runs  a  year  long 
breakfast  seminar  series  for  members  of  Congress  and  their  defense  policy  staff 
on  proliferation,  arms  control  and  missile  defense.  He  can  be  contacted  at  the 
National  Defense  University  Foundation  at  202-287-9005  or  at  PRH&CO  at  301-983- 
0287.  Mr.  Huessy  founded  Population  Reports  International  in  1983. 
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Thursday,  March  30,  1995. 
THE  POPULATION  INSTITUTE 

WITNESS 
WERNER  FORNOS,  PRESIDENT,  THE  POPULATION  INSTITUTE 

Mr.  Forbes.  Our  next  witness  will  be  Werner  Fornos,  President 
of  the  Population  Institute.  Thank  you  for  being  here  today. 

Mr.  Fornos.  Thank  you,  Mr.  Forbes. 

Mr.  Forbes.  We  appreciate  your  indulgence.  We  have  a  rather 
lengthy  witness  list  here  today. 

Mr.  Fornos.  Well,  I  flew  back  from  Nagodoches,  Texas.  No  one 
knows  where  that  is.  But  that  is  Charlie  Wilson's  district  where  I 
gave  seven  speeches  yesterday,  all  of  them  citing  completely  the  op- 
posite statistics  than  the  previous  witness,  who  chose  to  give  my 
testimony  for  me,  which  I  am  certainly  not  going  to  repeat,  because 
it  is  totally  false. 

Let  me  just  say  to  you  that  I  am  here  to  support  the  Administra- 
tion's request  on  international  population  assistance,  assistance 
that  we  endorsed  at  the  Cairo  Conference  and  also  to  tell  you  that 
the  demographic  imperatives  that  we  are  facing  really  make  inter- 
national population  assistance  a  continued  priority  of  U.S.  foreign 
policy. 

At  the  moment,  we  are  meeting  at  a  time  when  there  are  5.7  bil- 
lion people  in  the  world.  Last  year  we  added  100  million  to  the 
world's  population.  That  is  the  largest  annual  increase  we  have 
ever  experienced,  and  we  are  now  on  a  course  to  double  the  popu- 
lation of  the  world  in  the  next  40  years. 

If  you  take  that  figure  and  dissect  it,  you  would  find  that  Africa 
is  doubling  in  20  years  and  that  some  90  nations  in  the  world,  in- 
deed, are  doubling  in  30  years. 

The  previous  witness  was  correct.  The  growth  rate  is  the  same 
as  what  it  was  some  20  years  ago,  if  you  exclude  Europe  and 
China.  And  you  will  find  that  we  will  probably  even  be  higher  in 
other  developing  world  countries  where  emerging  democracies  are 
still  struggling  to  make  a  go  of  it. 

When  we  look  at  the  demographic  imperatives  that  confront  us 
at  this  hearing,  we  have  to  realize  that  3  billion  young  people — 
that  is  equal  to  the  whole  population  of  the  world  in  I960— are  en- 
tering their  reproductive  years  in  this  coming  generation,  and  how 
ably  they  are  given  the  opportunity  to  exercise  that  awesome  re- 
sponsibility of  parenting — delaying  becoming  parents  until  they  are 
sufficiently  mature  themselves,  having  only  the  children  they  can 
be  responsible  for,  and  spacing  enough  time  in  between  preg- 
nancies to  save  the  lives  of  the  mothers — will  mean  the  difference 
between  us  having  a  better  quality  of  life  in  the  21st  Century  or 
one  where  we  are  heading  for  an  environmental  Armageddon. 

I  hope  that  the  Administration's  request  will  be  honored.  I  know 
we  are  in  very  tight  budgetary  constraints.  But  we  can  do  things. 

When  Chairman  Callahan  sat  the  first  day  with  the  gavel  as  the 
chairman  of  this  committee,  he  held  up  a  piece  of  white  paper,  and 
he  said:  We  are  starting  from  scratch. 

Well,  "from  scratch"  means  to  regain  the  confidence  of  the  Amer- 
ican people  in  foreign  assistance.  And  one  of  the  ways  to  regain 
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that  confidence  is  to  shed  this  committee  of  responsibilities  that 
rightfully  belong  in  other  sectors  of  Government — the  Defense  De- 
partment, the  Commerce  Department,  the  Agriculture  Department. 
I  am  speaking  of  the  Export/Import  Bank.  I  am  speaking  of  base 
support  programs,  military  assistance  programs. 

Once  we  establish  a  truly  foreign  assistance  program  that  helps 
people  in  the  best  interests  of  the  United  States  for  humanitarian 
and  economic  reasons,  then  I  think  we  will  have  the  confidence  of 
the  American  people. 

I  think  we  should  realize  that  agencies  like  the  United  Nations 
Population  Fund,  working  now  in  140  countries  has  the  confidence 
of  people  that  have  different  skin  pigmentations  than  the  four  of 
us  at  this  table  here  today. 

They  think  somehow  that  there  may  be  a  genocidal  plot,  to  worry 
about  population  of  other  countries,  or  if  that  is  a  new  form  of  im- 
perialism, that  the  United  States,  with  only  5  percent  of  the 
world's  population  and  using  30  percent  of  the  world's  resources, 
has  designs  upon  their  natural  resource  base. 

So  the  United  Nations  is  an  excellent  vehicle,  especially  headed 
by  Dr.  Nassifhadi,  a  Pakistani  physician,  who  certainly  does  not 
look  like  you  and  I  do,  Mr.  Chairman,  but  who  has  the  ability  to 
eloquently  enunciate  the  importance  of  economic  well-being,  cou- 
pled with  gender  equality,  increased  education,  for  women  espe- 
cially, as  Hillary  Clinton  is  now  saying  as  she  goes  around  Asia, 
and  as  this  House  passed  last  year  the  Girl  Child's  Resolution  and 
called  upon  the  President  to  execute  a  program  to  raise  the  status 
of  girls  throughout  the  world,  all  interrelated  with  stabilizing  world 
population. 

But  if  you  reduce  family  planning  efforts,  we  will  not  have  the 
time  to  build  the  schools  and  to  teach  the  teachers.  We  will  not 
have  the  time  to  provide  the  emplo3rment  opportunities  for  women 
that  we  need  to  develop.  We  will  not  have  the  time  to  reduce  infant 
mortality,  unless  we  at  the  same  time  cut  the  wings  of  the  stork 
and  slow  down  excessive  population  growth. 

Slowing  down  population  growth  now  is  a  requirement  that  the 
whole  world  has  to  address,  because  there  are  no  acceptable  alter- 
natives. And  certainly  our  U.S.  delegation,  bipartisan  delegation,  to 
Cairo — Senator  Simpson,  Senator  Kerrey,  from  the  Senate;  Connie 
Morella  and  Tony  Beilenson  from  the  House — and  also  again  at  Co- 
penhagen at  the  Social  Summit  where  I  had  the  privilege  of  speak- 
ing as  well,  we  have  seen  what  the  issues  are  in  the  future. 

And  I  think  it  is  cost-effective  and  frugal  and  prudent  on  the  part 
of  the  United  States  to  help  countries  who  want  our  help  to  slow 
down  their  prohibitive  population  growth  rates. 

Thank  you  very  much. 

Mr.  Forbes.  Thank  you  very  much.  We  appreciate  it. 

Mr.  FORNOS.  You  owe  me  a  minute  next  year.  [Laughter.] 

Mr.  Forbes.  I  will  remember  that.  Thank  you  very  much. 

[The  information  follows:] 
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Mr.  Chairman,  members  of  the  Subcommittee,  I  am  Werner  Fomos, 
president  of  the  Population  Institute,  a  nonprofit  public  service 
organization  established  in  1969  to  seek  a  more  equitable  balance 
between  the  world's  population,  resources  and  environment.  The 
Institute  has  more  than  100,000  members  and  donors  residing  in  all 
50  of  the  United  States. 

Within  the  last  six  months,  I  have  had  the  privilege  of 
attending  two  historic  international  meetings . 

Last  September  I  participated  in  the  International  Conference 
on  Population  and  Development,  held  in  Cairo,  Egypt.  At  that 
conference,  considered  one  of  the  most  successful  global  forums 

ever  convened,  180  nations  approved  the  Cairo  Program  of  Action 

a  20-year  strategy  for  stabilizing  world  population. 

Earlier  this  month  I  attended  the  World  Summit  for  Social 

Development  in  Copenhagen,  Denmark,  where  118  world  leaders  

believed  to  be  the  largest  gathering  ever  of  presidents  and  prime 
ministers  endorsed  the  Cairo  Program  of  Action. 

These  actions  dramatically  express  the  wide  concern  at  the 
very  highest  levels  of  government  over  the  unprecedented  rapid 
growth  of  human  population. 

There  are  today  some  5.7  billion  people  in  a  world  that 
increases  by  nearly  one  hundred  million  more  every  year.  Virtually 
all  of  this  growth  continues  to  occur  in  the  poorest  countries  of 
the  world,  where  mere  survival  for  far  too  many  is  still  a  day-to- 
day struggle.  Our  children,  our  grandchildren  and  those  of  us  who 
will  be  around  35  to  40  years  from  now  may  share  the  planet  with 
more  than  11  billion  people. 
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The  Cairo  Program  of  Action,  with  its  emphasis  on  improving 
the  status  of  women  worldwide  and  the  integration  of  its 
recommendations  into  other  aspects  of  development,  is  a  milestone 
in  international  discussion  and  action  in  the  population  field. 

Highlighted  in  the  16-chapter  document  are  the  numerous 
linkages  between  population,  development  and  meeting  the  needs  of 
individual  women  and  men.  The  Program  of  Action  concentrates  on 
the  actions  necessary  to  allow  all  people  to  make  their  own  choices 
with  regard  to  child  bearing. 

The  key  to  this  new  approach  is  empowering  women  and  providing 
them  with  more  choices  through  expanded  access  to  education  and 
health  services,  and  promoting  skills  development  as  well  as 
employment . 

Important  elements  within  the  Program  of  Action  are  education 
goals,  especially  for  girls,  and  goals  for  further  reduction  of 
infant,  child  and  maternal  mortality  levels.  The  Cairo  plan 
addresses  issues  related  to  population,  the  environment  and 
consijmption  patterns;  the  family;  internal  and  international 
migration;  prevention  and  control  of  the  HIV/AIDS  pandemic; 
information,  education  and  communication;  and  technology,  research 
and  development .  It  is  the  first  United  Nations  document  to 
address  unsafe  abortion  as  a  leading  cause  of  maternal  mortality 
and  a  "major  public  health  concern." 

The  Program  of  Action  urges  each  country  to  formulate  and 
implement  human  resource  development  programs  in  a  manner  that 


262 


-3- 


explicitly  addresses  the  needs  of  its  population  and  development 
strategies,  policies,  plans  and  programs.  Implementation  of  this 
20-year  strategy  is  estimated  to  cost  $17  billion  in  2000;  $18.5 
billion  in  2005;  $20.5  billion  in  2010  and  $21.7  billion  in  2015. 
Of  the  estimated  costs,  the  international  community  anticipates 
bearing  about  one-third,  or  $5.7  billion  in  2000;  $6.1  billion  in 
2005;  $6.8  billion  in  2010;  and  $7.2  billion  in  2015. 

The  current  debate  in  the  United  States  Congress  regarding  the 
extent  to  which  the  D.S.  government  should  provide  humanitarian 
assistance  overseas  appears  to  revolve  around  a  single  overriding 
question:  Is  this  assistance  working?  It  is  a  fair  and  reasonable 
question  and  it  is  incumbent  upon  witnesses  such  as  myself  to 
respond  to  it . 

Some  20  years  ago  a  mere  9  per  cent  of  reproductive  age  women 
living  in  the  developing  world  used  family  planning.  Largely  due 
to  programs  augmented  or  initiated  by  development  assistance,  today 
50  percent  of  reproductive  age  women  in  the  developing  world  use 
fcunily  planning.  As  a  result,  total  fertility  in  the  poorest 
countries  has  declined  during  the  past  two  decades  from  an  average 
of  6.1  children  per  woman  to  3.9. 

Expanded  accessibility  to  family  planning  services  has  led  to 
a  world  with  500  million  fewer  people  than  there  would  have  been 
without  such  services .  Five  hundred  million  people  is  the 
equivalent  of  the  combined  populations  of  Indonesia,  Brazil  and 
Russia  the  world' s  fourth,  fifth  and  sixth  most  populous 
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countries . 

Tha  dollars  the  United  States  has  invested  in  development 
efforts  have  contributed  to  significant  progress  over  the  last  25 
years  in  the  55  poorest  countries  of  the  world  where:  life 
expectancy  has  increased  from  53  to  62  years;  infant  deaths  have 
been  reduced  from  110  to  73  per  thousand  births;  and  access  to  safe 
water  has  increased,  from  33  to  68  per  cent  of  the  population. 

But  because  of  the  relatively  high  fertility  rates  in 
developing  countries,  the  absolute  numbers  of  people  living  below 
the  poverty  level  are  rising.  Some  1.1  billion  people,  about  30 
per  cent  of  the  developing  world' s  population,  are  living  on  about 
one  dollar  a  day. 

So  the  question  of  whether  develo^ent  assistance  is  having  a 
positive  impact  on  the  poor  countries  of  the  world  clearly  must  be 
answered  in  the  affirmative.  But  it  is  equally  clear  that  much 
more  needs  to  be  done. 

A  striking  illustrati6n  of  this  unfinished  business  is  that 
family  planning  accessibility  varies  widely  from  region  to  region. 
Ninety-five  percent  of  East  Asians  have  ready  access  to  feunily 
planning  services,  but  only  57  per  cent  of  Southeast  Asians  and 
Latin  Americans,  54  per  cent  of  South  Asians  and  9  per  cent  of  sub- 
Saharsm  Africans  have  such  access. 

Over  the  years.  United  States  foreign  assistance  programs  have 
generated  confusion,  skepticism  and  outright  distrust,  both  abroad 
and  within  certain  quarters  at  home.   Such  attitudes  can  be 
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attributed  to  our  propensity  for  serving  up  a  ■•! ange  of  military 
and  humanitarian  programs  in  our  national  budgets. 

With  the  Cold  War  behind  us,  there  is  no  better  time  to  bring 
sense  and  order  to  United  States  assistance  overseas.  First  and 
foremost,  it  is  time  to  make  clear  distinctions  between  military 
spending  and  development  appropriations. 

U.S.  military  spending  should  be  placed  where  it  belongs: 
under  the  Department  of  Defense.  Onr  assistance  to  the  North 
Atlantic  Treaty  Organization  countries  rightfully  belongs  in  the 

Department  of  Defense  budget  not  in  our  foreign  assistance 

budget . 

Our  assistance  to  Turkey,  Greece  and  Portugal  primarily 
involves  U.S.  security  objectives;  we  are  paying  for  military 
assistance.  We  are  paying  foreign  soldiers  and  sailors  to  carry 
out  duties  that  higher  paid  U.S.  soldiers  and  sailors  would  be 
otherwise  required  to  perform. 

I  am  not  quarreling  with  the  reasoning.  There  may  be  sound 
defense  or  security  rationales  for  continuing  this  arrangement,  but 

it  should  be  classified  as  defense  or  security  not  as  foreign 

assistance. 

I  would  further  urge  Congress  to  shift  other  programs  that  are 
only  marginally  related  to  foreign  assistance  to  departments  where 
oversight  and  accountability  are  far  more  logical . 

For  example,  the  expenditures  for  the  Export-Import  Bank  and 
the  Overseas  Private  Investment  Corporation  should  be  transferred 
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to  the  Depanunent  of  Connnerce,  and  Public  Law  480,  Titles  I,  II 
and   III   and  the   Commodities   Credit   Corporation   should  be 
responsibility  of  the  Department  of  Agriculture. 

Under  existing  conditions,  authorizing  hearings  on  P.L.  480 
are  held  by  the  House  Agriculture  Committee,  but  the  funding 
responsibility  belongs  to  House  Foreign  Operations. 

There  are  similar  incongruities  in  the  Senate,  where  the 
Banking  Committee  has  authorizing  jurisdiction  over  the  Export- 
Import  Bank,  but  the  appropriation  responsibility  falls  under 
Foreign  Operations . 

I  urge  that  the  Siibcommittee  give  serious  consideration  to 
these  adjustments  that  I  firmly  believe  would  constitute  a 
substantial  beginning  towards  restoring  the  confidence  and 
credibility  that  should  be  a  fundamental  premise  to  the  United 
States  foreign  assistance  program,  and,  for  that  matter,  every 
other  program  of  the  United  States  Government. 

Reorganization  of  the  federal  government  is  an  idea  whose  time 
has  come.  I  realize  there  are  numerous  ideas  and  notions  on  how 
this  reorganization  can  be  best  accomplished.  I  ask  only  that  in 
any  reconsideration  of  foreign  policy  or  international  assistance 
that  we  not  lose  sight  of  the  fact  that  stabilizing  population 

growth  especially  in  the  poorest,  least  developed  regions  of 

the  world  must  be  among  our  highest  priorities. 

I  urge  the  members  of  this  Subcommittee  to  support  the 
Administration's  1996  fiscal  year  request  for  $635  million  in 
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foreign  assistance  for  population  and  family  planning  activities, 
including   the  $55  million  contribution  to  the  D.N.  Population 
Fund. 

The  importance  the  Administration  places  in  international 
population  programs  is  reflected  by  the  fact  that  it  is  seeking  a 
$30  million  increase  for  these  activities  at  a  time  when  its 
overall  foreign  assistance  proposal  of  $17  billion  reflects  a  $2 
billion  decrease  in  the  current  appropriation.  Approval  of  the 
request  would  be  the  lowest  overseas  assistance  budget  approved  by 
the  U.S.  Congress  since  the  Truman  Administration. 

To  meet  the  United  States' s  share  of  providing  family  planning 
services  for  more  than  600  million  women  of  childbearing  age  in  the 
poorest  countries  of  the  world,  our  international  population  aid 
must  rise  to  $1.2  billion  by  the  year  2000. 

The  obligation  of  the  industrialized  world  to  support  the  less 
affluent  countries  who  want  to  humanely  and  voluntarily  lower  their 
fertility  rates  has  strong  support  among  all  of  the  more  developed 

nations  including  Great  Britain,  Canada,  the  Scandinavian 

countries,  the  Netherlands,  Germany  and  Japan.  All  recognize  that 
the  ability  to  reduce  population  pressures  in  the  poorest  countries 
of  the  world  will,  to  a  great  extent,  determine  our  success  in  the 
global  crusades  to  alleviate  poverty,  hunger,  unemployment, 
illiteracy,  and  child  and  maternal  mortality.  It  is  a  cause  that 
was  advocated  by  180  nations  meeting  in  Cairo  last  September  and  by 
118  world  leaders  meeting  in  Copenhagen  earlier  this  month.   It  is 
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a  cause  that  deserves  at  least   as  much  as  any  other 

international  concern nothing  less  than  the  full  commitment  of 

the  United  States  government. 
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Thursday,  March  30,  1995. 
U.S.  EXPORT  COUNCIL  FOR  RENEWABLE  ENERGY 

WITNESS 

SCOTT  SKLAR,  EXECUTIVE  VICE  PRESIDENT,  U.S.  EXPORT  COUNCIL 
FOR  RENEWABLE  ENERGY 

Mr.  Forbes.  Scott  Sklar,  Executive  Vice  President  of  the  U.S. 
Export  Council  for  Renewable  Energy. 

How  are  you,  sir? 

Mr.  Sklar.  Very  fine,  sir. 

I  represent  a  consortium  of  six  trade  associations  representing 
2000  businesses  in  the  geothermal,  hydropower,  solar  wind,  bio- 
mass  industries.  Our  sales  are  over  a  billion  a  year,  almost  all  of 
that  to  the  Third  World.  We  expect  it  will  be  $4  billion  by  the  Year 
2000. 

To  give  you  an  example,  50  percent  of  U.S.  photovoltaic  tech- 
nology. This  produces  electricity.  You  have  one  to  two  billion  people 
without  electricity  in  this  world.  That  is  our  market.  We  have  com- 
panies like  Emron,  AMOCO,  Texas  Instruments,  3M  all  involved  in 
automated  manufacturing  plants.  We  have  seven  more  being  built 
in  this  country  to  be  able  to  feed  those  Third  World  markets. 

Geothermal,  the  industry  has  done  1300  megawatts  of  contracts 
just  signed  in  Indonesia,  bigger  than  a  nuclear  power  plant;  300 
megawatts  in  the  Philippines;  30  megawatts  in  Nicaragua. 

We  have  175,000  villages  worldwide  being  electrified  with  solar 
wind,  small  hydro.  To  give  you  an  example,  water  pumps  produce 
light;  solar  technology  drives  an  engine;  and  an  engine  pumps 
water.  You  do  not  need  any  diesel.  A  company  here  in  Maryland 
producing  solar  ice-makers  preserves  half  the  fish  that  normally  go 
bad,  and  it  helps  to  build  economic  growth. 

So  why  am  I  here  with  you?  I  am  asking  that  the  AID  Office  of 
Energy  and  Environment  Technology  be  funded  at  the  $25  million 
level,  which  has  had  bipartisan  directives  to  be  done  over  the  last 
three  to  four  years.  It  is  one  of  the  only  programs  that  we  know 
within  AID  that  works  with  industry  to  drive  U.S.  enterprise  in  de- 
veloping country  markets. 

This  money  does  not  go  to  subsidized  U.S.  technology.  This 
money  goes  to  help  do  feasibility  studies  and  project  prep  studies, 
so  we  can  go  to  private  financial  markets  to  aggregate  our  markets 
for  sale. 

Obviously  these  are  the  poorest  countries  in  the  world,  so  you 
have  to  be  rather  innovative  on  how  you  walk  a  straight  path. 

The  subcommittee  also  over  the  last  three  or  four  years  directed 
that  $25  million  at  the  mission  levels  be  competitively  solicited  to 
promote  renewable  energy.  We  are  the  only  country  in  the  world 
that  forces  the  use  of  diesel  engines  to  meet  our  development  goals. 
So  I  have  the  RUS  agency  trying  to  promote  diesel  engines  for  edu- 
cation, child  planning,  all  this  AID  stuff,  that  78  percent  are  made 
by  the  Japanese  or  Europeans,  when  our  technology  on  renewables 
is  absolutely  cost-competitive  and  leads  the  world.  It  is  idiotic. 

We  are  not  asking  for  more  money.  In  fact,  AID  never  listened 
to  your  directives  on  the  amounts  of  money  you  recommended  any- 
way. But  we  still  believe  that  some  kind  of  report  language,  direc- 
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tives — just  to  maintain  a  level  of  effort  in  these  two  programs  with 
reports  back  to  you  on  how  they  are  spending  it  and  how  it  is  lever- 
aged with  the  private  sector — would  be  useful. 

We  also  would  like  some  report  language  where  the  Trade  Devel- 
opment Administration,  who  will  not  promote  these  kinds  of 
projects  because  we  do  not  meet  their  leverage  factors,  as  a  lot  of 
other  small  businesses  do  not,  and  get  them  more  U.S.  small  busi- 
ness oriented. 

So  we  do  know  there  are  constraints  on  the  budget.  You  know, 
we  agree  with  those  issues,  and  you  have  to  deal  with  them.  We 
are  a  very  small  program  within  the  AID  structure. 

We  believe  that  if  you  are  vigilant,  what  you  are  going  to  see  is 
that  these  Third  World  countries  will  not  have  to  import  diesel. 
The  will  use  certain  U.S.  components,  but  a  large  part  of  this,  60 
percent,  uses  their  own  local  industries,  and  it  is  very  exciting. 
Once  you  can  get  energy,  all  of  a  sudden  you  get  a  whole  bunch 
of  economic  development  and  openness  to  private  sector  solutions. 
So  it  is  as  pretty  simple  as  that. 

I  would  like  frankly  to  have  my  testimony  fully  put  in  the  record. 
And  if  there  is  any  other  information  we  can  supply  you  on  the  cost 
shares  of  our  industry  or  financing  programs,  things  like  that,  we 
would  be  happy  to  share  it  with  the  subcommittee,  and  frankly  ap- 
preciate your  friendship  over  the  last  four  or  five  years.  We  have 
needed  it,  and  it  has  helped  build  our  industries  to  be  globally 
dominant. 

Mr.  Forbes.  I  want  to  thank  you  for  being  here,  and  we  certainly 
will  make  as  a  part  of  the  record  your  full  testimony. 

Mr.  Sklar.  Thank  you. 

Mr.  Forbes.  Thank  you. 

Mr.  Sklar.  Thank  you  very  much. 

[The  information  follows:] 
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INTRODUCTION 

The  U.S.  EjqxDrt  Council  for  Renewable  Energy  (US/ECRE)  ,  the  trade 
consortium  of  the  six  renewable  energy  and  energy  efficiency 
industry  associations,  urges  the  Subcommittee  on  Foreign 
Operations  to  stick  with  its  strong  guidance  to  the  Agency  for 
International  Development  (AID)  to  integrate  renewable  energy 
applications  in  its  energy,  environment,  agriculture,  healthcare, 
development  and  infrastructure  programs  in  a  meaningful  way. 

Our  recommendations  for  FY  '  96  are  based  on  the  previous  guidance 
of  this  Subcommittee,  as  well  as  the  growth  in  opportunities  of 
the  U.S.  renewable  energy  industries  m  an  era  of 
reprioritization  of  AID'S  programs,  and  the  implementation  of  the 
Energy  Policy  Act  of  1992  which  provides  a  nuirber  of  new  energy 
authorizations  for  AID. 

The  Subcommittee  should  realize  that  worldwide  activities  to 
promote  renewable  energy  have  increased  significantly.  Today, 
Mexico  is  using  its  own  resources  to  electrify  nearly  60,000 
villages  beyond  the  existing  electric  utility  grid.  The 
renewable  energy  options,  in  this  case,  micro-hydropower, 
photovoltaics  and  wind,  are  the  least-cost  options  to  provide 
electricity  to  a  population  that  would  otherwise  be  unserved  for 
generations.  Similar  efforts  are  about  to  be  initiated  in 
Indonesia  (48,000  villages),  India  (39,000  villages),  Sri  Lanka 
(20,000  villages) ,  Zimbabwe  (4,500  villages)  and  Brazil  (2,000 
villages) .  The  real  issue  is  whether  the  United  States  or  our 
cortpetitors  will  gamer  the  dominant  marketshare  of  these  new  and 
emerging  markets. 

These  immense  inpending  market  and  development  opportunities, 
which  will  surpass  $4  billion  in  aggregate  by  the  year  2000, 
require  an  unusual  focus  and  resolve  of  the  United  States' 
development  and  export  agencies  to  work  hand- in-hand  with  the 
U.S.  renewable  energy  industries.   Therefore,  US/ECRE 's 
recommendations  will  effectively  promote  environmentally  benign 
U.S.  technologies,  principally  biomass,  energy  efficiency, 
geothermal  energy,  hydropower,  photovoltaics,  solar  thermal,  and 
wind  energy. 

The  failure  of  the  United  States  to  position  itself  as  a  market 
leader  on  the  range  of  emerging  energy  technologies  hinders  not 
only  our  competitive  position,  but  also  encourages  dependency  by 
the  poorest  countries  of  the  world  to  ej^xDrt  their  precious 
resources  and  foreign  exchange  in  order  to  inport  energy.  This 
encouragement  of  fossil  fuel  dependence  insures  that  these 
developing  countries  will  be  unable  to  grow  out  of  debt,  leaving 
them  with  fewer  resources  to  acquire  a  broad  range  of  U.S. 
produced  goods  and  services. 
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The  U.S.  renewable  energy  industries  are  asking  the  Subconrtdttee 
to  adopt  and  maintain  clear,  consistent,  and  determined  mandates 
for  the  Agency  for  International  Development.  The  goal  would  be 
to  iitplement  a  strategic  development  plan  in  cooperation  with  the 
U.S.  renewable  energy  industries  and  the  AID  Mission  Directors  to 
promote  these  technologies  in  a  cost-effective  and  systemic  way 
to  promote  sustainable  development. 

FY  '9fi  APPROPRIATIONS  AND  DIRECTIVES 

The  U.S.  Export  Council  for  Renewable  Energy  asserts  that  an 
essential  ingredient  for  increased  Third  World  democratization 
must  be  a  substantial  increase  in  the  utilization  of  renewable 
energy.   If  sustainable  development  by  the  Third  World  is  to  be 
ultimately  achieved,  it  must  rely  on  the  use  of  renewable 
indigenous  resources  to  build  worldwide  economic  growth.  And 
finally,  the  only  way  to  significantly  achieve  the  kind  of  world 
market  penetration  needed  to  acconplish  these  goals  is  to  develop 
policies  and  create  new  financing  tools  to  aggregate  markets 
which  will  significantly  lower  the  costs  of  renewable  energy  to 
make  these  technologies  accessible  to  the  world ' s  peoples . 

The  renewable  energy  and  energy  efficiency  industries  want  to 
bring  to  your  attention  one  of  the  most  successful  private 
sector-driven  programs  within  the  Agency  for  International 
Development  through  its  Office  of  Energy,  Environment  and 
Technology . 

Over  the  last  five  years,  this  subcomrdttee  with  bipartisan 
support,  has  been  explicitly  directed  funding  for  AID'S  Energy 
Office  at  a  consistent  level  of  $25  million  for  initiation  of  an 
innovative  conpetitive  solicitation  by  AID  Missions  of  replicable 
renewable  energy  projects. 

AID'S  Office  of  Energy,  Environment  and  Technology  has  worked 
collaboratively  with  industry  to  leverage  global  renewable  energy 
markets  in  order  to  provide  electricity  and  thermal  energy  to  the 
1.5  billion  people  without  access  to  energy.  Over  65  percent  of 
US  photovoltaic  technology  is  exported  to  Third  World  countries 
and  several  new  US  automated  manufacturing  plants  are  to  be  built 
in  the  US  to  meet  global  demand,  which  is  increasing  30  percent 
per  year.  Over  600  megawatts  of  wind  capacity  has  been  installed 
worldwide  as  have  been  over  85  megawatts  of  geothermal  in  1994 . 
A  multi-billion  dollar  market  exists  worldwide  for  US  energy- 
efficiency  technologies  and  services  with  over  $500  million  in 
sales  ranging  from  Mexico,  Russia,  India,  Thailand,  and 
Indonesia . 

The  AID  industry- driven  program  has  created  new  multilateral 
financing  programs  and  US  industry  cost-shared  prefeasibility 
programs  with  over  $2.5  billion  in  short  term  sales  opportunities 
in  Mexico,  Chile,  Central  America,  India,  Indonesia,  Philippines, 
South  America,  Zimbabwe,  Brazil,  and  Russia. 
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We  have  been  very  concerned  that  the  funding  of  AID '  s  Office  of 
Energy,  Environment  and  Technology  and  the  AID  Missions ' 
Replicable  Project  initiative  have  not  been  funded  at  the  levels 
directed  by  successive  appropriations  report  language  to  the 
Clinton  Administration  during  the  last  two  years. 

Our  industries  urge  you  to  nurture  these  demonstrated  successful 
industry-driven  programs  at  the  high  level  and  spirit  first 
achieved  in  the  Bush  Administration.  Development  programs  must 
build  US  jobs  and  strengthen  US  industry's  global  market 
advantage . 

Renewable  energy  and  energy  efficiency  technologies  support 
viable  development  worldwide.  Our  industries  lead  the  world 
technologically  and  thanks  to  our  strong  partnership  with  USAID, 
have  begun  to  penetrate  multi-billion  dollar  overseas  markets. 

CXDNCLUSION 

The  United  States  must  come  to  terms  with  how  best  to  utilize  its 
development  programs.  No  one,  it  appears,  is  happy  with  the 
current  AID  programs.   However,  the  Congress  must  begin  to  set 
development  priorities  now,  and  not  wait  for  a  long-term 
reorganization.  By  sending  a  new  set  of  signals,  the  United 
States  can  leverage  an  inpressive  set  of  global  activities. 

The  world  is  moving  towards  renewable  energy  and  the  United 
States  holds  the  lead  in  almost  all  these  technologies.  The 
United  States  also  holds  a  lead  in  services  including  the 
development  of  Energy  Service  Conpanies  (ESCOs)  and  packaging  and 
system  design,  maintenance,  and  deployment  services. 

Can  the  United  States  foster  sustainable  development  and  increase 
U.S.  business  opportunities  simultaneously?  Yes,  but  only  if 
AID'S  programs  are  reinforced  toward  a  collaborative  effort  with 
the  private  sector.  The  directives  this  Subcommittee  has  given 
in  the  last  few  years  has  surely  helped  (AID  would  have  done 
nothing  otherwise) .  The  new  authorizations  for  AID  in  the  Energy 
Policy  Act  of  1992  are  essential  if  we  are  to  leverage  our  lead 
in  renewable  energy.  But  unless  funding  priorities  are  ordered 
towards  renewable  energy  and  energy  efficiency,  we  will  be  unable 
to  achieve  an  even  modest  advance. 

While  over  50  percent  of  renewable  energy  equipment  and  services 
are  exported,  the  U.S.  cannot  sustain  our  markets  globally 
without  a  pragmatic  U.S.  development  program  committed  to 
renewable  energy.  The  global  renewable  energy  market  should  grow 
nearly  30  percent  per  year  and  the  U.S.  could  gamer  over  half  of 
that  ejqjanding  market  with  a  minimal  investment .  Our  industries 
ask  you  to  join  with  us  to  take  advantage  of  this  unprecedented 
opportunity. 

Thank  you. 
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Thursday,  March  30,  1995. 
FOREIGN  OPERATIONS 

WITNESS 

HON.  DOUG  BEREUTER,  A  REPRESENTATIVE  IN  CONGRESS  FROM  THE 
STATE  OF  NEBRASKA 

Mr.  Forbes.  We  are  joined  here  by  my  distinguished  colleague 
from  Nebraska,  the  Honorable  Doug  Bereuter.  Thank  you  for  being 
here. 

Mr.  Bereuter.  Thank  you,  Mr.  Chairman,  and  members  of  the 
committee.  I  appreciate  the  opportunity  to  testify  before  this  sub- 
committee today. 

At  one  time,  I  was  the  chairman  of  the  then — or  before  that  the 
co-chairman  of  the  Export  Task  Force  in  the  Congress.  It  does  not 
exist  anymore,  but  I  did  that  with  Don  Bonker,  a  former  member 
from  Washington. 

I  want  to  come  today  to  express  my  very  strong  support  for  the 
OPIC,  for  the  Ex-Im  Bank,  for  the  Trade  and  Development  Agency. 
I  do  not  come  to  you  with  a  specific  project  or  interest  in  my  dis- 
trict. I  just  think  it  is  very  important  that  we  not  disarm  ourselves 
when  it  comes  to  being  competitive  in  securing  the  export  base. 

I  serve  as  the  Vice  Chairman  of  the  International  Relations  Com- 
mittee and  serve  on  the  Banking  Committee  that  has  jurisdiction 
over  one  of  the  programs.  So  together  I  represent  in  one  person  re- 
sponsibility for  all,  I  guess,  the  authorizing  subcommittees  with  my 
colleagues  that  serve  on  those  two  subcommittees. 

This  year  I  took  over  as  the  chairman  of  the  Asian  Pacific  Sub- 
committee, and  I  see  daily  evidence  of  our  competition  for  exports 
in  the  largest  and  fastest  growing  region  and  export  market  in  the 
world.  And  I  am  concerned  that  we  are  not  as  competitive  as  we 
should  be  in  that  market  in  particular. 

And  I  took  that  subcommittee,  having  a  choice  of  four,  because 
I  think  to  a  major  extent  our  economic  and  our  geopolitical  future 
is  most  influenced  by  what  happens  in  East  and  Southeast  Asia, 
and  all  of  a  sudden  we  have  openings  in  South  Asia  as  well. 

I  attached  three  charts  that  I  will  cut  to  to  save  you  time.  They 
are  on  the  last  page  of  the  material  that  I  presented  to  you. 

Chart  1  gives  you  an  indication  from  the  Trade  Promotion  Co- 
ordinating Committee's  data  of  the  1994  report,  and  it  reveals  that 
Japan,  France,  and  other  industrialized  countries  routinely  invest 
far  more  of  their  national  funds  in  their  export  promotions  than 
the  United  States.  You  can  see  how  we  are  faring  today,  and  it  is 
no  wonder  that  we  have  some  difficulties  being  competitive. 

Chart  2  is  just  focused  on  the  non-agricultural  export  assistance 
services  of  our  major  competitor  countries.  And  you  see  there  the 
proportion  of  their — per-thousand-dollars  of  GNP  of  their  expendi- 
tures. 

I  have  trade  statistics  here.  I  have  a  justification  of  why  we  need 
to  keep  our  Export-Import  Bank  system's  programs  competitive, 
why  our  insurance  programs  in  OPIC  are  so  very  important.  But 
I  wanted  to  just  let  you  absorb  that  directly  and  through  your  staff 
and  cut  to  the  third  item,  the  Trade  and  Development  Agency  and 
explore  that  in  a  little  bit  more  depth. 
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In  H.R.  1158,  this  subcommittee  recommended  a  $4.5  million  re- 
cision  or  nearly  10  percent  cut  for  the  Trade  and  Development 
Agency.  Simply  put,  I  think  that  recision  was  a  mistake. 

The  Trade  and  Development  Agency  provides  perhaps  the  most 
leverage  for  U.S.  taxpayer  dollars  by  ensuring  that  U.S.  engineers 
and  consultants  get  a  chance  to  compete  for  the  design  of  multi- 
million  dollar  infrastructure  projects  in  the  developing  world. 

In  turn,  U.S.  engineers  and  consultants  that  design  these 
projects  design  them  with  U.S.  contractors,  goods,  services,  and 
maintenance  contracts  in  mind. 

When  the  French  get  ahead  of  us  in  Brazil,  they  design  the 
whole  project  and  everything  that  goes  with  it  and  all  the  equip- 
ment and  all  the  maintenance  for  French  companies  in  the  future. 

So  if  we  lose  out  in  this  crucial  early  design  and  feasibility  stage, 
we  are  hurt  dramatically. 

Getting  the  first  feasibility  and  design  work  is  the  crucial  begin- 
ning of  a  prosperous  and  continuing  row  of  contracts  that  follow  for 
the  exports  of  U.S.  firms. 

Here  is  Chart  3,  funding  for  the  feasibility  studies,  and  I  have 
just  pulled  the  Japanese  example  of  what  they  are  spending  now. 
This  is  a  problem  for  us  in  Europe  too.  But  it  is  particularly  harm- 
ful to  us  right  now  in  East  and  Southeast  Asia. 

The  Japanese  Government  has  discovered  the  utility  of  funding 
feasibility  studies.  They  had  $308  million  devoted  to  that  in  1992. 
The  U.S.  devotes  a  paltry  fraction,  one-tenth  or  $31  million  to  this 
strategic  export  promotion  program. 

So  if  you  do  not  remember  anything  else  I  have  said  here  today, 
I  hope  you  will  think  about  how  important  it  is  to  be  in  at  the  fea- 
sibility and  early  design  stage.  If  we  are  not  competitive  in  that 
stage,  we  lose  a  whole  row  of  expenditures  and  exports. 

It  is  also  true  for  our  Multilateral  Development  Programs 
through  the  European  Bank  for  Reconstruction  and  Development, 
the  A^sian  Bank,  the  Inter-American  Development  Bank,  the  Afri- 
can Development  Bank  and  Fund,  and  also,  of  course,  the  World 
Bank. 

I  understand  that  the  subcommittee  has  asked  the  Trade  and 
Development  Agency  to  attempt  to  develop  a  method  whereby  U.S. 
companies  would  reimburse  TDA  if  they,  in  fact,  benefit  from  fol- 
low-on bids  and  contracts  out  of  the  TDA-funded  feasibility  studies. 

Although  TDA  already  requires  a  50  percent  cost-sharing  for 
U.S. -funded  feasibility  projects  upfront,  I  nevertheless  support  ef- 
forts to  determine,  as  you  are  suggesting  that  might  be  possible,  if 
reimbursement  is  a  possibility.  And  I  understand  that  TDA  Direc- 
tor Joseph  Grandmaison  has  indicated  that  he  intends  to  imple- 
ment reimbursement  procedures  where  possible. 

However,  I  do  object — I  think  it  is  not  in  the  best  interest  of  cut- 
ting funds  for  the  agency  pending  that  determination.  Recision  is 
behind  us.  But  I  urge  you:  This  is  one  place  where  it  is  not — it  is 
not  reasonable  for  us  to  cut  funds.  This  is  an  area  where  we  create 
so  many  export  jobs.  Every  billion  dollars  that  we  export  results  in 
16,000  or  17,000  American  jobs. 

I  have  some  details  about  what  exists  in  TDA  today.  They  have 
an  allocation  of  $40  million  annually,  a  staff  of  31,  a  dependence 
upon  the  voluntary  collaboration  and  assistance  of  a  lot  of  other 
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agencies  to  offset  the  advantages  gained  by  other  countries  that 
have  a  more  consolidated  approach  and  a  lot  more  money  to  use. 

So  I  would  say  to  the  members  of  the  subcommittee:  If  you  be- 
lieve that  cutting  funding  for  TDA  will  not  seriously  affect  the  com- 
petitiveness of  U.S.  exporters,  please  come  with  me  to  Southeast 
Asia  and  tour  the  massive  infrastructure  projects  that  are  under- 
way in  those  countries,  places  like  Malaysia,  for  example.  It  is  just 
incredible  what  is  happening. 

See  what  types  of  Government  assistance  Japanese  exporters  re- 
ceive and  what  TDA  is  trying  to  do  to  counter  it. 

Short  of  personally  touring  Southeast  Asia,  I  urge  you  to  listen 
to  the  U.S.  export  sector  which  recognizes  the  importance  of  TDA 
and  estimate  that  the  Fiscal  Year  1996  requests  for  TDA — $67  mil- 
lion is  what  they  are  requesting — I  would  say  is  approximately  $43 
million  short  of  what  that  agency  really  needs.  So  if  you  cut  the 
Administration's  request,  you  are  cutting  it  beyond  the  $43  million 
that  they  are  already  shortchanged. 

I  think  that  is  what  I  have  to  say  to  the  subcommittee.  I  hope 
you  will  consider  it.  And  I  am  doing  this  because  I  think  this  is 
very  important  to  our  export  sector  in  every  part  of  the  country. 

Mr.  Forbes.  Thank  you  very  much. 

Mr.  Bereuter.  Thank  you. 

Ms.  Pelosi.  Mr.  Bereuter,  there  is  always  a  chance  that  recision 
might  be  vetoed. 

Mr.  Forbes.  Thank  you  very  much. 

Mr.  Bereuter.  If  you  have  any  questions,  I  will  be  happy  to  an- 
swer them  now  or  try  to  answer  them  later. 

Mr.  Forbes.  Okay.  We  will  make  your  statement  a  part  of  the 
record. 

Mr.  Bereuter.  Thank  you  very  much.  I  appreciate  it, 

[The  information  follows:] 
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STSVTEMQir  BY  TBE  BONORABLB 

D008  BBSEJrnt 

BESPOKE  IBB 

BOOSE  KPFBOPRIXSiaB  SOBOCHKrVSBB 

CM  FCREIG3I  OPSianONS,   EXPORT  FZHRHCmS/ 

AND  REEXFH)  CBOGRMfS 

MARCH  30,    1995 

Chairman  Callahan,  Congressanen  Wilson,  and  niaiiiet's  of  the  Subccmmittee: 
I  would  like  to  begin  by  expressing  ny  a^ipreciation  for  the  opportunity  to 
appear  before  you  to  indicate  my  strcxig  support  for  the  Eb^xart-Iirport  Bank  of 
the  tfriited  States  (E>:-Im  Bank) ,  the  Overseas  Private  Investment  Corporation 
(OPIC) ,  and  the  Trade  and  Develcpnent  Agency  (TOA) .  As  Vice  Chairman  of  the 
House  International  Relations  Ocramittee  emd  as  a  member  of  the  House  Banking 
and  Financicil  Services  Canmittee,  I  serve  en  the  two  enithorizing  cciniidttees 
with  the  most  direct  responsibility  and  oversic^t  of  the  U.S.  ejqjort  prcmotion 
agencies  cuid  programs.  As  Chairman  of  the  Asia  and  the  Pacific  Subccsnmittee, 
I  daily  see  the  evidence  of  our  ocnpetition  for  e:qx3rts  in  the  largest  and 
fastest  grcvring  region  and  export  market  tn  the  world. 

Realizing  that  difficult  budget  circumstances  dictate  substantial  cuts 
in  many  government  programs,  I  do  not  believe  U.S.  e^qxDrt  prcmotion  programs 
should  be  immune  from  close  coisideration.  However,  prior  to  reccmmending 
cuts  for  critical  U.S.  ejqxart  promotion  programs,  I  respectfully  suggest  that 
the  subccmmittee  and  the  Congress  czurefully  examine  less  critical  export 
promotion  programs,  vAiich,  for  exanple,  perform  t£isks  similar  to  the  Trade  and 
Development  Agency  but  do  not  enjoy  the  equal  si^port  of  the  export  cotnmunity. 
If  you  are  interested,  I  Ccin  further  delineate  mv  recommendations  for  your 
staff. 

If  the  Iftiited  States'  eooncniy  is  to  remain  strong  and  vibrant  into  the 
21st  century,  the  United  States'  government  must  maintain  and  fund  a 
ccnprehensive  national  export  strategy.  Stiff  cotpetition  from  the  export- 
driven  eooncmies  of  East  Asia  auid  the  export-hungry  countries  of  Europe 
necessitates  a  U.S.  Government  export  promotiOTi  and  f^Jiance  system  vAiich 
enables  U.S.  ei^xMrters  and  investors  to  ccnpete  for  ''.acrative  infrastructure 
projects  in  the  rapidly  emerging  markets  of  Asia,  L^tin  America,  Central  and 
Eastern  Europe,  and  the  Newly  Ind^iendent  States  of  the  Former  Soviet  Union. 

Ihe  Ifriited  States  ecanxf/   is  already  d^)endent  on  ej^xDrts.  Between  1986 
and  1993,  nearly  40%  of  our  growth  in  gross  domestic  product  resulted  from  the 
ej^xart  of  U.S.  goods  and  services.  Increasingly,  U.S.  ejqxDrts  of  goods  and 
services  are  flowing  to  the  world's  developing  countries.  By  the  year  2010, 
these  countries  will  stimulate  a  projected  growth  of  world  iirports  (excluding 
the  U.S.)  frcm  $3  to  $5.2  trillion.  Consequently,  future  U.S.  eooncmic  growth 
will  depend  greatly  on  the  extent  to  which  U.S.  firms  oonpete  for  their  share 
of  developing  narXets. 

Foreign  governments  clearly  recognize  the  high  stakes  nature  of  the 
ocnpetition  for  jobs  at  home  and  market  share  abroad.  Nearly  every 
industrialized  country  aggressively  furds  agencies  similar  to  the  Ifriited 
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states'  Ex-Im  Bank,  TOA,  and  OPIC.  Ihe  charts  fran  the  Trade  Prcnotion 
Coordinating  CJoitmittee's  (TPCC)  1994  r^xart  to  Congress,  which  I  enclose, 
reveal  that  Japan,  Ftanoe,  and  other  industrialized  countries  routinely  invest 
substantially  more  Federal  funds  in  their  export  proaotion  activities  than  the 
Onited  States. 

In  a  perfect  world,  governments  should  not  assist  exporters  and 
investors;  however,  the  lucrative  rewards  (in  jobs)  of  gaining  contracts, 
projects,  and  narkets  in  the  world's  developing  countries  are  sinply  too  great 
for  countries  to  resist.  Craisequently,  the  Uhited  States  Congress  would 
severely  disadvantage  U.S.  ejqxsrters  and  investors  if  we  choose  to  drastically 
vmderfund  or  even  unilaterally  disarm  by  eliminating  siq:port  for  those  Iftiited 
States  agencies  vAiich  are  specif icedly  designed  to  canbat  foreign  assistance 
to  U.S.  occpetitors.  It  rezQly  would  be  penny  wise  and  pcund  foolish. 


BqMrt-fiipott  Bank 


The  Popart-Impart  Bank  of  the  Uhited  States  helps  "level  the  playing 
field"  for  American  coipanies  in  international  markets  by  enabling  them  to 
ccnpete  for  setLes  against  foreign  conpetitors.  These  foreign  ccsrrpetitors 
receive  ej^xsrt  financing  from  agencies  such  as  France's  OOFACE  and  Japan's 
Ej^xDrt/Iitport  Bank  and  Ministry  of  Trade  and  Industry.  For  eacnrple,  in  1993, 
Japan's  official  e}q)ort  credit  agency  was  involved  in  nearly  37%  of  all  of 
Japanese  exports  when  the  U.S.  Ex-Hn  Baxik  was  only  able  to  peurticipate  in  a 
very  meager  and  xmsatisfactory  3%  of  U.S.  es^iorts.  Unfortunately,  Ex-Im 
Bank's  limited  capability  and  use  in  the  United  States  causes  many  exporters, 
inclviding  small  and  medium-sized  businesses,  to  lose  export  cfportunities 
becaxise  they  are  not  "finance  carpet itive"  against  foreign  government 
subsidized  ccnpetition  frcm  abroad. 

In  the  world  of  international  trade  and  the  heated  corpetition  for 
exports  in  multi-million  dollcir  infrcistructure  projects,  a  .1  percentage  point 
difference  in  financing  can  mean  the  difference  in  vAiether  American  or 
Japanese  ccnpanies  supply  the  key,  hi^-value  ccnponents  for  turbines  pcwering 
China's  new  electric  plants. 

unfortunately,  U.S.  exporting  industries  estimate  that  funding  for  the 
United  States  Ex-Hn  Bank  has  not  kept  pace  with  the  international  and  domestic 
demand  for  U.S.  government  financing.  In  Fy94,  the  Bx-im  Bank  stretched  $937 
million  into  support  for  $15  billion  in  U.S.  e>Q>orts  or  300,000  export-related 
jobs  in  the  united  States.  In  Fy96,  estimated  demand  for  Ex-Hn  B2uik  financing 
will  grow  to  $21  billion,  yet  the  Administration's  request  for  the  Ex-Im  Bemk 
is  only  $823  million. 

CK^oiseas  FHvate  Investnvnt  Coiporati^ 

By  providing  political  risk  insurance,  the  Overseeis  Private  Investment 
Corporation  enables  U.S.  investors  to  participate  in  the  rapid  privatization 
of  govemment-cwned  businesses  in  the  developing  world.  While  operating  at  no 
net  cost  (core  non-NIS  projects)  to  the  tajqjayers,  this  lean  and  mean  U.S. 
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agency  Insures  that  U.S.  investors  get  a  reasonable  share  of  the  world's 
projected  annual  demand  of  $200  billion  infrastructure  investment.  VJhen  U.S. 
investors,  with  the  help  of  OPIC,  are  selected  to  develop  large  infrastructure 
projects,  they  create  the  necessary  export  "platform"  for  intra-ccsrpany  U.S. 
e^^xsrts  to  the  develcping  world. 

Nevertheless,  the  Administration's  FY96  request  for  OPIC  ($34  million 
core  programs)  is  estimated  by  private  industry  to  amount  to  only  one-third  of 
the  amount  necessary  ($110  million  core  programs)  to  meet  the  developing 
world's  insatiable  danand  for  U.S.  investment. 


lYade  and  Devetopment  Agency 


In  H.R.  1158,  this  Subocanmittee  recoaranended  a  $4.5  million  rescission  or 
nearly  10%  cut  for  the  Trade  and  Develcprient  Agency.  Simply  put.  I  think  that 
rescission  was  a  serious  mistake.  The  Trade  and  Development  Agency  provides 
pertiaps  the  most  leverage  for  U.S.  tajqayer  dollars  by  ensuring  that  U.S. 
engineers  and  consultants  get  a  chance  to  corpete  for  the  design  of  multi- 
million  dollar  infrastructure  projects  in  the  developing  world.  In  turn,  U.S. 
engineers  and  consultants  design  these  projects  with  U.S.  contractors,  goods, 
services,  and  maintenance  contracts  in  mind.  I  ask  you  to  remember  this  if 
nothing  else  from  ny  testimony:  Getting  that  first  feasibility  study  and 
design  work  is  the  crucial  beginning  of  a  prosperous  and  continuous  rcw  of 
contracts  and  exports  for  American  firms.  Althou«^  the  Japanese  government 
has  discovered  the  utility  of  funding  feasibility  studies  ($308  million  in 
1992) ,  the  United  States  devotes  a  paltry  fraction  (1/lOth  or  $31  million)  to 
this  strategic  export  prcrootion  function. 

I  understand  that  this  Subcommittee  has  asked  the  Trade  and  Develcpinent 
Agency  to  attenpt  to  develop  a  method  v^ereby  U.S.  caipanies  would  reimburse 
TDA  if  they,  in  fact,  benefit  frcm  follcw-on  bids  and  contracts  out  of  TDA- 
funded  projects.  Althou^  TDA  already  requires  50%  cost-sharing  for  U.S. 
funded  feasibility  projects  vp   front,  I  nevertheless  support  efforts  to 
determine  if  reimbursement  is  a  possibility  and  I  understand  that  TEA 
Director,  Joseph  Grandmaison,  has  indicated  that  he  intends  to  iiiplenent 
reimbursement  procedures  where  possible;  however,  I  strongly  object  to  cutting 
funding  for  this  agency  pending  this  determination. 

In  its  October  1993  r^xsrt  on  IDA,  the  General  Accounting  stated: 

In  contTcist  to  the  U.S.  foreign  assistance  program,  other 
countries'  development  assistance  programs  place  greater  eitphasis 
on  funding  large  development  projects  and  tend  to  link  a  far 
greater  share  of  their  development  assistance  to  the  promotion  of 
their  own  exports.  As  such,  it  is  unrealistic  to  e:q>ect  TDA  — 
with  an  zLllocation  of  $40  million  annually,  a  staff  of  31,  and  a 
dependence  on  the  volimtary  collaboration  ai^  assistance  of 
numerous  other  agencies  —  to  offset  the  aiStvantagea  gained  by 
other  countries'  exporters  resulting  from  the  nature  of  their  aid 
programs. 
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Mr.  Chairman,  members  of  the  Subcaratdttee,  if  you  believe  that  cutting 
funding  for  TDA  will  not  seriously  eiffect  the  conpetitiveness  of  U.S. 
exporters,  please  core  with  me  to  Southeast  Asia  and  tour  the  massive 
infrastructure  projects  in  the  region.  See  vAiat  types  of  government 
assistance  Japanese  exporters  receive  and  vAiat  ItiA  is  trying  to  do  to  counter 
it.  Short  of  personally  touring  Southeast  Asia,  I  urge  you  to  listen  to  the 
U.S.  es^xsrt  industries  V(*u.ch  recognize  the  importance  of  TOA  and  estimate  that 
the  FY96  Administraticsi  request  for  TDA  ($67  million)  is  approximately  $43 
million  short  of  what  that  agency  needs. 

On  February  15,  1995,  British  Trade  Minister,  Richard  Needham  said,  "The 
United  States  has  an  increasingly  aggressive  esqxDrt  strategy  and  they 
ruthlessly  use  their  political  muscle. . .It  is  not  realistic  for  us  to  tackle 
them  head  on.  We  have  to  be  more  subtle  than  that."  Because  the  United 
States  has  develcped  and  begun  to  coordinate  a  strong  esqxart  prcmotion 
strategy,  foreign  governments  are  beginning  to  recognize  that  the  United 
States  will  not  permit  carpeting  governments  to  steal  markets  from  U.S. 
businesses.  Now  is  not  the  time  to  unilaterally  disarm  and  let  our 
conpetitors  relax.  What  we  may  gain  in  budgetary  terms  could  be  a  significant 
loss  in  our  participation  in  the  markets  of  the  developing  world. 

Again  Qiairman  Callahan,  Congressmen  Wilson,  and  members  of  the 
Subccmmittee,  thank  you  for  the  c^portunity  to  testify  before  you  today. 
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NON-AGRICULTURAL  EXPORT  ASSISTANCE 
SERVICES  OF  MAJOR  COMPETITOR  COUNTRIES 
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^Source.  Trad"  Pmmnlinn  Tnorflinating  Committee.    NATIONAL' 
EXPORT  STRATEGY:  Annual  Report  to  Congress  Washington 
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FUNDING  FOR  FEASIBILITY  STUDIES 
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Six  Countries'  Bilateral  Spending  on  Major 
Development  Projects 
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SOURCE:  United  Stales  General  Accounting  Office  (GAO).  UA.  Trade  and  Development  Agency: 
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Government  Printing  Office,  20  October  1993:  37. 


284 

Thursday,  March  30,  1995. 
U.S.  COMMITTEE  FOR  REFUGEES 

WITNESS 
JEFF  DRUMTRA,  POLICY  ANALYST,  U.S.  COMMITTEE  FOR  REFUGEES 

Mr.  Forbes.  Roger  Winter,  Director  of  the  U.S.  Committee  for 
Refugees. 

Mr.  Drumtra.  In  the  interest  of  full  disclosure,  my  name  is  not 
Roger  Winter.  My  name  is  Jeff  Drumtra,  Policy  Analyst  for  the 
U.S.  Committee  for  Refugees.  Roger  Winter,  the  director  of  the  or- 
ganization is  in  Asia  this  week  and  is  unable  to  attend. 

I  know  that  you  have  been  looking  forward  to  this  testimony,  be- 
cause I  see  on  the  schedule  that  a  break  follows.  So,  let  me  take 
three  or  four  minutes  to  convey  our  thoughts  about  the  federal 
budget  for  overseas  refugee  assistance. 

We  would  urge  you  to  give  full  funding  to  the  administration's 
fiscal  year  1996  budget  request  of  $452  million  for  overseas  refugee 
assistance,  which  is  contained  within  the  Migration  and  Refugee 
Assistance  account.  We  would  also  recommend  that  the  subcommit- 
tee support  the  administration's  proposal  of  $50  million  for  emer- 
gency refugee  assistance  known  as  the  Emergency  Refugee  and  Mi- 
gration Assistance  fund,  ERMA. 

These  two  budget  accounts  would  provide  a  combined  $502  mil- 
lion for  overseas  assistance  to  refugees,  people  who  almost  by  defi- 
nition are  living  in  a  life  and  death  situation.  I  might  add  that,  not 
a  penny  of  the  money  that  I  am  talking  about  today  would  go  to 
our  organization.  The  U.S.  Committee  for  Refugees  does  not  seek 
and  does  not  accept  federal  funding  from  these  two  budget  ac- 
counts. We  are  here  today  to  give  you  our  assessment  of  what  the 
real  needs  are.  That  is  based  on  our  regular  visits  to  refugee  sites 
and  our  day  to  day  monitoring  of  refugee  situations. 

About  40,000,000  persons  around  the  world  are  currently  up- 
rooted from  their  homes.  They  are  uprooted  by  war,  by  civil  unrest, 
by  political  change,  by  human  rights  abuses,  by  ethnic  conflict, 
40,000,000  people  uprooted.  That  is  double  the  number  of  ten  years 
ago.  About  15,500,000  are  refugees  who  have  fled  across  an  inter- 
national border  and  about  25,000,000  are  internally  displaced,  up- 
rooted from  their  homes  but  within  their  own  country. 

Typically,  these  refugees  and  internally  displaced  persons  escape 
from  their  homes  with  what  they  are  wearing  on  their  backs.  They 
have  no  food.  They  have  no  water.  They  have  no  possessions  with 
them  except  what  can  be  provided  for  them  in  the  short  term.  So, 
these  are  the  people  who  receive  assistance  from  these  two  budget 
accounts  that  I  am  speaking  about  today. 

What  is  striking  to  all  of  us  who  work  in  refugee  emergencies  is 
that,  there  seems  to  be  a  massive  new  refugee  emergency  every 
year.  Last  year,  as  you  recall,  2,000,000  Rwandans  fled  in  a  span 
of  three  months  and  we  also  on  our  television  screens  some  of  us 
saw  with  our  own  eyes  1,000  Rwandan  refugees  dying  every  day 
from  cholera.  The  relief  workers  were  overwhelmed  and  their  ca- 
pacity to  respond  has  to  be  supported. 

In  1993,  it  was  three  quarters  of  a  million  people  fleeing  from  the 
African  country  of  Burundi.  In  1992,  it  was  3,000,000  people  fleeing 
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from  their  homes  in  the  former  Yugoslavia.  In  1991,  it  was  the  Per- 
sian Gulf  War.  In  1990,  it  was  the  disintegration  of  the  Soviet 
Union.  Already  in  the  first  three  months  of  this  year,  we  have  seen 
nearly  1,500,000  people  flee  their  homes  in  Chechnya  and  even 
today,  as  we  sit  here,  we  are  receiving  reports  in  our  office  of  new 
outflows  of  refugees  from  Burundi. 

So,  this  is  the  reality  in  the  field.  That  is  why  proper  funding 
from  this  subcommittee  is  so  important. 

There  is  good  news  that  I  would  like  to  leave  you  with  after  all 
this  dire  information.  That  is  that,  if  we  are  able  to  provide  proper 
funding  to  refugee  assistance,  these  emergencies  do  eventually 
come  to  an  end.  It  may  not  seem  like  it,  but  they  do  eventually 
have  an  opportunity  to  go  home.  In  the  last  five  years,  6,500,000 
refugees  have  repatriated.  Nearly  1,500,000  repatriated  last  year. 

So,  if  we  can  keep  these  people  alive,  give  them  a  chance  to  sur- 
vive, they  can  and  do  eventually  return  home.  These  emergencies 
do  eventually  come  to  an  end.  The  problem  is  that  the  new  emer- 
gencies always  seem  to  catch  up  with  the  improvements  in  repatri- 
ation. 

These  two  budget  accounts  have  always  received  bipartisan  sup- 
port in  Congress  and  I  hope  they  will  continue  to  and  we  hope  that 
you  will  continue  to  or  that  you  will  support  the  administration's 
fiscal  year  1996  budget  request. 

Thank  you. 

[The  information  follows:] 
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U.S.  Committee  for  Refugees 

Mr.  Chairman,  I  am  Jeff  Drumtra,  policy  analyst  for  the  U.S.  Committee  for  Refugees. 
Roger  Winter,  Director  of  the  U.S.  Committee  for  Refugees,  is  currently  in  Asia  and  is  unable  to 
testify  today. 

On  behalf  of  the  U.S.  Committee  for  Refugees,  thank  you  for  inviting  us  to  testify  on  the 
subject  of  worldwide  refugee  assistance.  I  would  specifically  like  to  discuss  the  FY  96  Migration 
and  Refugee  Assistance  account  (MRA),  and  the  Emergency  Refugee  and  Migration  Assistance 
fund  (ERMA).  Both  of  these  accounts  are  administered  by  the  State  Department's  Bureau  of 
Population,  Refugees,  and  Migration. 

The  U.S.  Committee  for  Refugees  is  a  nongovernmental,  nonprofit  organization  that 
monitors  and  analyzes  refugee  situations  worldwide.  We  have  gone  on  site  29  times  to  document 
refugee  emergencies  in  12  countries  during  1994  and  the  first  three  months  of  1995.  In  the  past 
year,  we  have  conducted  eight  site  visits  to  the  source  of  the  world's  largest  new  refugee 
emergency,  Rwanda.  The  U.S.  Committee  for  Refugees  (USCR)  has  published  10  reports  and 
issue  papers  on  refugee  situations  since  early  last  year.  USCR  also  publishes  the  World  Refugee 
Survey,  which  annually  reviews  refugee  trends  and  conditions  in  11 1  countries. 

Summary  of  Key  Points 

1  •   Support  the  Administration's  Budget  Request     This  Subcommittee  should  fulfill  the 
Administration's  budget  request  of  $452.7  million  for  overseas  refugee  assistance  within  the  MRA 
account.  The  Subcommittee  should  also  fulfill  the  Administration's  recommendation  of  $50 
million  for  emergency  refugee  assistance  within  the  ERMA  fund. 

2  •   Number  of  Uprooted  Persons  Has  Nearly  Doubled  in  Ten  Years     At  least  40  million 
persons  worldwide  are  uprooted  from  their  homes,  compared  to  about  19  million  a  decade  ago. 
With  some  15.5  million  refugees  and  no  fewer  than  25  million  internally  displaced  persons 
throughout  the  world  in  1995,  the  need  for  overseas  assistance  to  uprooted  populations  remains 
great 

3  •   Refugee  Humanitarian  Needs  Exceed  the  Budget     The  Administration's  proposed 
budget  for  overseas  refugee  assistance  and  ERMA  is  conservative.  It  leaves  many  assistance 
needs  unaddressed  and  underfunded.  In  this  testimony,  USCR  has  identified  at  least  $38  million 
of  refugee  needs  that  the  President's  proposed  overseas  assistance  budget  does  not  meet  Based  on 
our  site  visits  and  constant  monitoring  of  worldwide  refugee  emergencies,  USCR  estimates  that  a 
U.S.  overseas  refugee  assistance  budget  of  some  $490  million  within  MRA,  and  about  $75 
million  within  ERMA,  is  required  to  address  the  full  range  of  relief  needed  by  refugees  abroad. 
Federal  budget  constraints  apparently  make  these  higher  funding  levels  politically  impractical, 
although  the  needs  are  real  and  visible  to  anyone  who  visits  refugee  sites.  Under  no  circumstances 
should  Congress  appropriate  less  than  the  Admiiustration's  modest  request  for  these  two  refugee 
accounts. 
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4  •    Massive  New  Refugee  Emergencies  Are  Occurring  Every  Year     Every  year  brings  yet 
another  unpredicted  refugee  emergency  of  massive  proportions.  In  1994,  it  was  the  unprecedented 
flight  of  nearly  2  million  people  from  Rwanda.  In  1993,  it  was  the  sudden  exodus  of  nearly 
700,000  refugees  from  Burundi.  In  1992,  it  was  the  outflow  of  1.6  million  persons  from  the 
former  Yugoslavia.  In  1991,  it  was  the  Persian  Gulf  War,  resulting  in  1.7  million  refugees.  In 
1989-90,  it  was  the  beginning  of  the  disintegration  of  the  Soviet  Union,  which  unleashed  ethnicity 
and  nationalism  that  uprooted  hundreds  of  thousands  of  families.    Recent  history  teaches  us  to 
expect  the  unexpected,  and  to  budget  accordingly.  The  ERMA  fund  in  particular  requires  strong 
funding  to  address  these  new  emergencies. 

5  •    Better  Capacity  for  Emergency  Relief  Response  Will  Save  Military's  Budget     Three 
times  in  the  past  four  years,  the  U.S.  military  has  been  deployed  to  address  immense  humanitarian 
emergencies  that  overwhelmed  the  response  capacity  of  relief  agencies— in  northern  Iraq  in  1991, 
Somalia  in  1992,  and  in  Zaire  in  1994  for  Rwandan  refugees.  The  military's  unequalled  logistical 
abilities  helped  save  thousands  of  lives  in  both  instances.  Military  operations,  however,  are 
expensive  and  have  an  impact  on  the  Pentagon's  budget  Adequate  funding  is  needed  to  improve 
the  emergency  response  capacity  of  relief  agencies,  so  that  expensive  humanitarian  operations  by 
the  U.S.  military  become  less  necessary. 

6  •  Less  Peacekeeping  May  Produce  More  Refugees  At  a  time  when  Congress  is  cutting 
U.S.  funding  for  overseas  peacekeeping  efforts,  it  would  be  irresponsible  to  reduce  assistance  to 
refugees  who  must  flee  unresolved  world  conflicts. 

7  •    Refugees  Do  Eventually  Repatriate     Although  the  worldwide  niunber  of  refugees  has 
nearly  doubled  in  the  past  decade,  the  good  news  is  that  refugees  do  return  to  their  homelands 
when  conditions  permit.  It  is  important  for  Congress  to  understand  that  specific  refugee 
emergencies  eventually  come  to  a  satisfactory  conclusion  if  we  respond  properly.  Some  1.3 
million  refugees  repatriated  last  year  to  nine  countries.  About  6.6  inillion  have  repatriated  in  the 
past  five  years  to  31  countries.  Our  challenge  is  to  provide  sufticient  humanitarian  assistance  that 
helps  people  survive  until  they  can  return  home.  Dealing  with  problems  posed  by  the  world's  65 
million  or  more  landmines  is  a  growing  expense  of  repatriation  programs. 

8  •   The  American  Public  Supports  Refugee  Assistance     A  recent  survey  indicates  that  80 
percent  of  the  public  believe  that  "the  United  States  should  be  willing  to  share  at  least  a  small 
portion  of  its  wealth  with  those  in  the  world  who  are  in  great  need."  No  greater  need  exists  than 
the  life-and-death  needs  of  refugees.  The  United  States  ranks  tenth  in  the  world  in  per  capita 
funding  to  the  UN  High  Commissioner  for  Refugees  (UNHCR). 
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Worldwide  15.5  Million  Refugees 

At  least  40  million  persons  are  uprooted  from  their  homes,  including  15.5  million  refugees 
and  25  milUon  internally  displaced  persons.  Nearly  half  of  all  the  countries  in  the  world  are 
currently  producing  or  receiving  significant  numbers  of  refugees.  Large  refugee  populations,  and 
the  upheavals  that  cause  them  to  flee,  are  a  daily  reality  in  at  least  70  nations. 

The  number  of  refugees  has  increased  by  two- thirds  in  the  past  10  years.  The  number  of 
internally  displaced  persons  has  more  than  doubled.  During  the  past  five  years,  refugees 
worldwide  have  increased  by  nearly  half-a-million,  and  the  number  of  internally  displaced  persons 
has  cUmbed  nearly  10  million. 


Refugees  Internally  Displaced  Total  Uprooted 

(million  persons)  (million  persons)  (million  persons) 

1994-95     15.5  25  40.5 

1989       15.1  15.8  31 

1984       9.1  10  19 


Africa  Region 

Africa  continues  to  account  for  about  one-third  of  the  globe's  refugees  and  about  60  percent 
of  all  internally  displaced  persons.  Three  of  every  four  countries  in  Africa  are  currendy  producing 
or  receiving  large  numbers  of  refugee  populations.  The  estimated  52  million  African  refugees 
represent  nearly  a  15  percent  increase  in  the  past  five  years.  An  estimated  4  million  persons  have 
been  killed  in  Africa's  wars  in  the  past  decade. 

In  testimony  to  Congress  last  year  analyzing  budget  requirements  for  refugee  assistance, 
USCR  warned  that  "the  number  of  Rwandan  refugees  could  increase  by  hundreds  of  ±ousands 
virtually  ovemight"  That  is,  unfortunately,  exactly  what  transpired.  A  quarter-million  Rwandans 
fled  their  country  in  a  single  24-hour  period  last  year.  Three  months  later,  more  than  a  million 
persons  fled  Rwanda  in  a  span  of  one  week.  What  ensued  was  a  worst-case  scenario  writ  large- 
more  than  a  thousand  Rwandan  refugees  died  daily  of  cholera,  as  relief  organizations  struggled 
desperately  to  respond  Although  media  coverage  of  Rwandan  refugees  has  virtually  disappeared, 
Rwandan  refugees  have  not  Humanitarian  agencies  are  spending  an  estimated  $1  inillion  per  day 
to  assist  some  1.7  million  Rwandan  reftigees  under  extremely  difficult  circumstances. 

Elsewhere  in  Africa,  some  700,000  persons  remain  refugees  from  Liberia's  civil  war. 
About  500,000  are  in  exile  from  Sudan's  civil  war  and  harsh  government  policies.  Somalia 
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continues  to  pnxluce  380,000  refugees,  as  warlords  there  still  struggle  for  power.  Some  370,000 
refugees  are  reportedly  ready  to  repatriate  to  Eritrea  when  assistance  is  available.  About  350,000 
refugees  from  Angola,  as  well  as  2  million  uprooted  persons  inside  Angola,  are  waiting  to 
determine  whether  their  country's  recent  peace  accord  endures. 

Political  and  ethnic  tensions  in  Burundi  have  produced  270,000  refugees,  including  a 
sizable  new  outflow  in  the  past  week.  Some  230,000  refugees  have  fled  unrest  in  Sierra  Leone. 
Some  180,000  Ethiopian  refugees  have  not  yet  repatriated.  Togo  and  Mali  have  produced  150,000 
and  100,000  refugees,  respectively.  Other  African  countries  have  also  produced  significant 
refugee  populations. 

Europe  and  Former  Soviet  Union 

Some  6.5  million  persons  in  Europe  and  the  former  Soviet  Union  are  uprooted,  including 
more  than  2  million  refugees  and  more  than  4.5  million  internally  displaced  persons.  This 
massive  population  displacement  is  historically  recent.  As  recendy  as  1991,  this  region  counted 
fewer  than  700,000  refugees.  The  violent  break-up  of  the  former  Yugoslavia  and  the  ethnic 
tensions  and  nationalism  unleashed  by  the  disintegration  of  the  former  Soviet  Union  have  placed  a 
relatively  new  and  costiy  burden  on  refugee  relief  operations. 

The  former  Yugoslavia  remains  an  expensive  and  logistically  complicated  priority  for 
refugee  assistance.  Some  1.3  million  residents  of  the  former  Yugoslavia  have  become  refugees, 
and  another  1.6  million  are  internally  displaced. 

The  war  in  Chechnya  and  the  destruction  of  Grozny  have  forced  400,000  persons  from 
their  homes.  More  than  a  quarter-million  persons  are  internally  displaced  in  Georgia,  many  of 
them  Uving  in  overcrowded  communal  centers  with  inadequate  facilities.  Approximately  900,000 
are  uprooted  in  Azerbaijan,  including  270,000  refugees  and  630,000  internally  displaced  Nearly 
120,000  persons  remain  refugees  from  Tajikistan.  An  estimated  2  million  persons  in  Turkey  have 
been  displaced  from  their  homes. 

Asia  and  the  Middle  East 

More  than  6,5  million  persons  are  refugees  in  these  two  regions  combined;  an  estimated  4 
million  others  are  internally  displaced. 

Afghanistan  accounts  for  nearly  half  of  all  refugees  in  these  two  regions.  Nearly  3  million 
Afghans  remain  outside  their  country,  including  about  1.6  million  in  Iran  and  1.2  million  in 
Pakistan.  Iran  hosts  more  refugees  dian  any  country  in  the  world.  Persistent  fighting  and  food 
blockades  last  year  in  Afghanistan's  capital,  Kabul,  impeded  relief  efforts,  frustrated  plans  for 
repatriation,  and  uprooted  an  additional  1  million  persons  within  Afghanistan.  Elsewhere  in  the 
Middle  East,  nearly  3  million  Palestinians  remain  without  a  solution  to  their  decades-long  exile. 

Nearly  300,000  Viemamese  refugees  and  asylum  seekers  remain  in  China  and  Southeast 
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Asia.  Efforts  continue  to  encourage  those  who  have  been  "screened  out"  to  repatriate.  Some 
100,000  persons  wait  to  return  home  to  Sri  Lanka.  At  least  200,000  persons  are  refugees  from 
Burma's  repressive  government,  and  thousands  of  ethnic  Mon  Burmese  who  have  been  forcibly 
repatriated  in  the  past  year  may  flee  again.  Qiina's  occupation  of  the  Tibet  region  has  produced  at 
least  120,000  refugees.  Nearly  120,000  refugees  have  fled  Bhutan  in  recent  years  because  of  that 
government's  policy  of  ethnic  cleansing  and  other  human  rights  abuses  against  ethnic  Nepalese 
Bhutanese. 

Some  13,000  Laotians  remain  in  refugee  camps.  Efforts  to  repatriate  the  Laotian  refugees 
have  been  controversial  due  to  concerns  about  security  in  Laos  and  questions  about  the  voluntary 
nature  of  the  repatriation.  Continued  fighting  in  northwest  Cambodia  between  the  Khmer  Rouge 
and  government  soldiers  has  displaced  140,000  from  their  homes  inside  the  country  in  the  past  12 
months. 


Western  Hemisphere 

The  number  of  Haitian  refugees  at  Guantanamo  has  dwindled  to  less  than  1 ,000,  but 
30,000  Cubans  have  been  held  at  Guantanamo  since  mid- 1994.  Repatriation  of  the  Cuban  refugee 
population  at  Guantanamo  does  not  appear  to  be  a  viable  option. 

Some  40,000  Guatemalan  refugees  have  been  unable  to  return  home  as  hoped  due  to 
continuing  human  rights  violations  and  disputes  between  returnees  and  those  who  have  occupied 
their  lands.  Virtually  all  600,000  internally  displaced  persons  in  Peru  continue  to  live  in  poverty 
and  fear  of  continuing  civil  unrest  Human  rights  violations  in  Colombia  have  uprooted  600,000 
people  intemally  and  continue  to  provoke  forced  displacement  Colombian  soldiers  have  harassed 
displaced  families  in  shelters. 

Budget  Analysis  for  Refugee  Assistance 

Within  the  President's  FY  96  MRA  budget  request  of  $671  million,  the  Administration  has 
recommended  $452.7  million  for  overseas  refugee  assistance.  This  would  be  a  $17.2  million 
increase  over  actual  FY  94  expenditures  for  overseas  assistance.  The  U.S.  Committee  for 
Refugees  urges  Congress  to  provide  funding  no  lower  than  the  level  requested  by  the 
President  The  President's  budget  does  not  address  all  refugee  assistance  needs  abroad,  but  it 
avoids  cutbacks  that  would  cost  lives. 

UNHCR  reports  that  it  needs  $1,275  billion  for  refugee  protection  and  assistance 
worldwide  in  the  coming  year~a  $64  million  increase  over  its  1994  expenditures.  The 
International  Committee  of  the  Red  Cross  (ICRC)  has  indicated  initial  budgetary  needs  of  $434 
million  this  year,  much  of  it  going  to  programs  assisting  refugees  and  intemally  displaced  families. 
The  UN  Relief  and  Works  Agency  for  I>alestine  Refugees  in  the  Near  East  (UNRWA),  another 
major  recipient  of  U.S.  overseas  refugee  assistance,  reports  that  it  will  require  $323  million  in 
1995-a  4  percent  increase  over  last  year. 
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USCR  has  historically  recommended  to  Congress  that  $30  of  overseas  assistance  per 
refugee  (in  1995  inflation  adjusted  dollars)  is  a  minimum  level  of  funding  required  within  MRA 
for  basic  care  of  refugees  abroad.  The  Administration's  budget  proposal  falls  $12  million  short  of 
this  standard. 

Within  overseas  refugee  assistance,  the  Administration  has  recommended  a  budget  of 
$169.1  million  to  aid  refugees  in  Africa-an  $18.6  million  increase  over  actual  FY  94 
expenditures,  and  an  increase  of  $1 1.6  million  over  expected  FY  95  expenditures.  This  modest 
increase  is  appropriate.  It  offers  the  oppxjrtunity  to  finalize  long-delayed  repatriations  to  Eritrea  and 
Ethiopia.  The  proposed  budget  would  fund  care  and  maintenance  programs  for  refugees  from 
Liberia,  Rwanda,  Somalia,  and  Angola,  while  also  providing  flexilrility  to  support  repatriation  to 
those  countries  if  repatriation  becomes  feasible. 

Refugee  conditions  in  Africa  are  particularly  dire,  and  additional  monies  to  assist  refugees 
in  the  region  are  always  useful.  The  Adininistration's  proposal  for  $169  million  is  a  good  starting 
point 

The  Administration  has  recommended  a  budget  of  $85  million  to  assist  refugees  in 
Europe— an  $8  million  cut  from  actual  FY  94  expenditures,  and  a  $10  million  increase  over 
expected  FY  95  expenditures.  Most  of  the  funds  will  go  to  the  refugee  crisis  in  the  former 
Yugoslavia.  Most  of  the  remaining  funds  will  assist  the  nearly  2  million  uprooted  persons  in 
Georgia,  Tajikistan,  Armenia,  Azerbaijan,  and  Chechnya. 

The  Administration's  budget  request  for  Europe  may  be  insufficient  in  at  least  two 
respects.  The  cost  of  refugee  relief  programs  in  the  former  Yugoslavia  is  more  expensive  than 
relief  programs  in  other  regions  of  the  world.  The  costs  of  vehicles,  equipment,  housing,  and 
support  personnel  are  higher  in  Europe  than  in  less  developed  areas.  Therefore,  $1  million  buys 
less  assistance  in  Europe  than  it  does  elsewhere.  UNHCR  requires  about  $190  million  annually  to 
aid  some  3  million  uprooted  persons  from  the  former  Yugoslavia.  USCR  believes  that  the 
Administration's  proposed  budget  falls  $10  million  short  of  the  real  need  in  this  area. 

Secondly,  the  Administration's  budget  falls  $1  million  short  of  likely  funding  needs  to 
assist  600,000  internally  displaced  persons  in  Azerbaijan.  UNHCR  is  attempting  to  operate  a  $9 
million  relief  operation  in  Azerbaijan.  Restrictions  on  bilateral  aid  to  the  country  have  made  the 
multilateral  aid  offered  by  UNHCR  crucial. 

The  Administration  has  requested  $27.7  million  for  refugee  programs  in  East  Asia-a  cut 
of  $9.2  million  from  actual  FY  94  expenditures,  and  a  reduction  of  $4.8  million  from  anticipated 
FY  95  expenses.  This  region  includes  refugees  from  Vietnam,  Laos,  and  Burma,  among  others. 

The  Administration's  budget  recommendation  for  East  Asia  is  about  $2  million  short  of 
actual  needs,  in  the  opinion  of  USCR.  The  President's  proposed  cut  for  the  region  appears  to  be 
overly  optimistic.  Although  repatriation  to  Vietnam  is  progressing,  many  of  the  46,(XX) 
Viemamese  asylum  seekers  in  Southeast  Asia  have  indicated  that  they  are  not  yet  ready  to  return  to 
Viemam,  and  tiierefore  the  Comprehensive  Plan  of  Action  for  Viemamese  refiigees  may  not  close 
down  as  quickly  as  the  Administration  assimies.  The  need  for  care  and  maintenance  for 
Vietnamese  re^gees  may  continue  a  while  longer.  When  the  remaining  Vietnamese  do  repatriate. 
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significant  reintegration  assistance  will  be  needed  for  them  in  Vietnam. 

The  Administration  has  requested  $22  million  for  refugee  programs  in  South  Asia-a  $5.8 
million  reduction  from  actual  FY  94  expenditures,  and  the  same  level  of  fimding  as  in  FY  95. 
South  Asia  includes  refugees  primarily  from  Afghanistan,  Sri  Lanka,  Tibet,  Bangladesh,  and 
Bhutan. 

The  Administration  has  budgeted  $87.8  million  for  refugee  programs  in  the  Near 
East/North  Africa  in  FY96.  This  would  be  a  $5.3  million  reduction  from  actual  FY  94  expenses, 
and  a  slight  $0.8  million  increase  over  expected  FY  95  funding.  The  region  includes  some 
refugees  from  Afghaiustan,  as  well  as  Palestinian  refugees,  and  asylum  seekers  from  Western 
Sahara,  Iran,  and  Iraq. 

Administration  funding  proposals  for  South  Asia  and  for  Near  East/North  Africa  appear  to 
be  predicated  on  the  assumption  that  repatriation  of  Afghan  refugees  will  continue  gradually.  If 
ongoing  hostilities  cease  in  Afghanistan,  however,  rapid  large-scale  repatriation  could  ensue,  which 
the  Administration's  budget  would  be  hard-pressed  to  cover.  The  proposed  budget  may  be  at  least 
$5  million  short  of  actual  needs  if  massive  repatriation  to  Afghanistan  occurs. 

The  Administration's  FY  96  proposed  budget  for  the  Near  East  appears  to  be  about  $3 
million  short  of  the  likely  assistance  needs  of  Palestinian  refugees.  As  Palestinians  gain  more 
control  over  the  West  Bank  and  Gaza  Strip,  adequate  funding  for  Peace  Initiative  Programs  (PIPs) 
and  other  transitional  activities  by  UNRWA  will  become  a  higher  priority.  PIPs  are  providing 
improved  shelter,  education  facilities,  and  health  centers  for  Palestinians.  The  President's  budget 
would  cut  funding  to  UNRWA  by  $2  million  even  though  the  agency's  budget  burden  is 
increasing  at  a  potentially  sensitive  time  in  the  evolution  of  Palestinian  self-rule.  The  Palestinian 
refugee  problem  appears,  at  last,  to  be  on  track  to  reach  a  satisfactory  end  if  the  United  States  and 
the  rest  of  the  international  community  provide  proper  support 

The  Administration  budget  proposes  $10  million  for  refugee  assistance  in  the  Western 
Hemisphere— some  $1.9  million  more  than  actual  FY  94  expenditures,  and  $1  million  more  than 
expected  FY  95  expenditures. 

The  budget  request  also  proposes  spending  $51.1  million  on  "multiregional  activities"  of 
UNHCR,  the  International  Committee  of  the  Red  Cross  (ICRC),  the  International  Federation  of  the 
Red  Cross  (IFRC),  the  UN  World  Food  Program  (WFP),  and  other  refugee  assistance 
orgaruzations.  This  allotment  is  $24.7  million  above  actual  FY  94  expenditures,  and  $13.1  million 
more  than  anticipated  FY  95  funding.  USCR  is  pleased  to  note  that  a  portion  of  this  multiregional 
money  would  go  to  programs  for  refugee  women  and  children. 

Proper  Funding  For  Repatriation  and  Landmine  Clearance 

It  is  easy  to  feel  besieged  by  the  overwhelming  needs  of  refugees  around  the  world.  The 
fact  that  the  number  of  refugees  has  nearly  doubled  in  the  past  10  years  masks  an  encouraging 
trend,  however.  Some  6.6  million  refugees  have  repatriated  in  the  past  five  years,  including  13 
million  last  year  to  nine  countries.  It  is  important  for  Congress  to  understand  that  eventually  these 
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specific  refugee  emergencies  around  the  world  do  reach  a  conclusion,  and  repatriation  is  far  and 
away  the  most  desired  conclusion  in  most  refugee  situations. 

Last  year,  some  750,000  Mozambicans,  200,000  or  more  Rwandans,  and  150,000 
Afghans  repatriated.  Some  75,000  Somali  refugees  returned  home,  as  did  nearly  40,000 
Eritreans,  20,000  Ethiopians,  8,000  Sri  Lankans,  and  6,000  Guatemalans.  Large  voluntary 
repatriations  are  the  unsung  successes  of  the  world's  refugee  assistance  programs,  and  U.S. 
funding  played  a  major  role.  During  1995-96,  substantial  repatriation  is  probable  in  Afghanistan, 
Rwanda,  Vietnam,  Eritrea,  Ethiopia,  Sri  Lanka,  Angola,  and  several  other  countries. 

UNHCR  will  require  some  $72  million  in  the  Horn  of  Africa  in  the  coming  year,  much  of 
it  for  major  repatriation  programs  to  Somalia,  Eritrea,  and  Ethiopia.  As  of  last  week,  a  $15 
million  program  to  bring  home  Eritrcan  refugees  had  received  only  $3.5  million  from  donors.  A 
$57  million  program  to  complete  the  repatriation  and  reintegration  of  Mozambican  refugees  has 
received  only  $7.8  million  in  donations,  leaving  the  program  86  percent  unfunded  as  of  last  week. 
Repatriation  and  reintegration  of  Afghan  refugees  will  require  $44  million  in  the  coming  year,  but 
only  $10  million  has  been  contributed  so  far.  UNHCR  has  received  less  than  half  of  the  $10 
million  needed  to  repatriate  some  10,000  refugees  to  Guatemala.  The  agency's  $8.4  million 
program  to  repatriate  refugees  to  Sri  Lanka  is  60  percent  unfunded. 

Proper  funding  for  repatriation  and  reintegration  is  expensive  in  the  short-run  but  cost- 
effective  in  the  long-run.  It  is  an  investment  in  future  peace  and  stability~an  opportunity  we 
should  not  miss.  These  repatriation  programs  do  not  fly  people  home  in  first-class  seats  or  house 
them  in  luxury  accommodations.  Repatriation  monies  allow  for  minimal  transportation  assistance, 
pre-positioning  of  food  supplies  until  returnees  can  grow  their  own  crops,  distribution  of 
agricultxiral  supplies  to  returnees  who  lack  virtually  all  possessions,  landmine  awareness  programs 
to  help  refugees  protect  themselves  from  landmines  often  hidden  in  returnee  areas,  and  quick, 
elemental  projects  such  as  digging  wells  or  constructing  modest  buildings  for  clinics  or  schools  in 
returnee  areas.  Refugees  are  often  returning  to  regions  that  are  unstable,  devoid  of  services,  and 
potentially  dangerous  unless  some  assistance  and  protection  is  provided  by  the  international 
community. 

Landmine  clearance  has  become  an  ever-increasing  expense  of  repatriation  programs. 
An  estimated  65  million  to  1 10  million  landmines  are  scattered  in  62  countries.  Refugees 
repatriating  to  Afghanistan  are  endangered  by  10  million  mines.  Returnees  to  Cambodia  are 
threatened  by  7  million  landmines.  Mozambique  and  Eritrea  each  contain  an  estimated  1  million 
mines  and  a  large  number  of  returning  refugees.  Angola,  where  refugee  repatriation  may  begin 
within  a  year,  contains  an  estimated  9  million  to  20  million  landmines.  Experts  report  an  average 
cost  of  $300  to  find  and  remove  each  mine. 

Landmines  pose  a  threat  of  the  highest  order  to  the  safety  of  refugee  repatriation. 
Landmines,  in  fact,  tend  to  endanger  returning  refugees  more  than  any  other  segment  of  the 
population.  Refugees  typically  flee  areas  that  are  most  intensely  affected  by  war  or  conflia.  Those 
same  war-ravaged  areas  are  where  combatants  have  laid  most  mines.  When  the  conflict  subsides 
and  the  landmines  remain,  those  are  the  areas  that  refugees  still  call  home.  When  refugees  return 
to  their  homes  in  these  areas,  they  become  the  population  most  at  risk,  because  it  is  their  land  in 
particular  that  is  laced  with  landmines. 
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UNHCR  and  other  refugee  assistance  agencies  have  had  to  commit  increased  resources  to 
the  problem  of  landmines  and  treating  the  grievous  injuries  they  cause.  Refugee  agencies  have 
become  engaged  in  landmine  clearance,  education  programs  warning  refugees  and  returnees  about 
the  dangers  of  landmines,  and  programs  providing  medical  care,  physical  rehabilitation, 
counseling,  and  retraining.  These  relatively  new  expenses  have  stretched  refugee  assistance 
budgets  ever  tighter.  The  presence  of  landmines  also  endangers  relief  workers,  often  forcing  them 
to  take  precautions  that  add  more  costs  to  their  operations. 

UNHCR  spent  $8.4  million  last  year  on  landmine  eradication  programs.  A  special  U.S. 
allotment  of  $5  million  in  FY  96  would  bolster  landmine  removal  associated  with  reftjgee 
repatriation  and  resettlement 

We  at  the  U.S.  Committee  for  Refugees  urge  Congress  to  remember  that  refugees  are 
entitled  to  return  home  in  safety  and  dignity.  Repatriations  usually  happen  gradually  and  require 
multi-year  programs  that  must  be  funded  properly  so  that  a  refugee  emergency  can  be  brought  to 
an  end  permanently. 

ERMA  -  Funding  For  Emergencies 

Recent  history  teaches  that  no  matter  how  much  federal  money  is  budgeted,  no  matter  how 
much  monitoring  occurs,  sudden  refugee  emergencies  consistendy  explode  on  the  world  scene 
without  warning.  Strong  funding  for  the  Emergency  Refugee  and  Migration  Assistance  fund  is 
absolutely  crucial.  ERMA  saves  lives  because  it  is  primarily  reserved  for  the  most  dire  situations. 
The  ERMA  fund  serves  as  the  United  States'  last  available  financial  resource  to  respond  to 
unforeseen  emergencies. 

Last  yeaf  s  catastrophe  in  Rwanda  offers  the  most  telling—and  gruesome-example.  Up  to 
1  million  persons  were  slaughtered  inside  Rwanda,  and  nearly  2  million  people  fled  the  country  in 
a  span  of  less  than  three  months.  It  was  the  swiftest  refugee  exodus  of  its  size  ever  seen  in 
modem  history.  The  need  for  quick  response  was  paramount,  as  more  than  1,000  Rwandan 
refugees  died  daily  from  cholera  in  Zaire.  In  Tanzania,  meanwhile,  Rwandan  refugees  living  in 
atrocious  conditions  quickly  formed  the  largest  refugee  camp  in  the  world. 

ERMA  fiinds  enabled  the  U.S.  government  to  provide  rapid  financial  support  to  relief 
operations.  Within  days  of  the  influx  of  Rwandan  refugees  into  Tanzania,  President  Clinton 
authorized  the  use  of  up  to  $5  million  from  ERMA  to  address  their  needs.  When  an  even  larger 
population  of  Rwandan  refugees  flowed  into  Zaire,  the  United  States  used  $19  million  of  ERMA 
funds  to  bolster  relief  operations.  As  the  Rwanda  refugee  emergency  persisted,  U.S.  officials  were 
able  to  draw  an  additional  $30  million  from  ERMA. 

The  Rwandan  refugee  crisis  was  so  massively  honific-and  the  ERMA  fund  was  so 
integral  to  the  U.S.  response-that  Congress  passed  a  $30  million  urgent  supplemental 
appropriation  for  ERMA  in  FY  94.  This  enabled  the  President  to  utilize  $81  million  in  ERMA 
monies  in  FY  94  to  aid  Rwandan  refugees  and  to  meet  the  needs  of  refugees  &x)m  Liberia,  Sierra 
Leone,  and  Burundi,  as  well  as  refugees  and  migrants  from  Haiti  and  Cuba. 
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In  FY  93,  ERMA  provided  emergency  funds  to  help  refugees  from  Bosnia,  Tajikistan, 
Haiti,  Angola,  Somalia,  and  Western  Sahara.  ERMA  expenditures  in  recent  years  have  been 
channeled  through  the  refugee  relief  efforts  of  UNHCR,  ICRC.  DFRC,  WFP,  the  World  Health 
Organization,  the  Intemational  Organization  for  Migration,  and  the  federal  government's  own 
Department  of  Defense. 

The  Administration  budget  proposes  a  $50  million  appropriation  for  ERMA  in  FY  96.  As 
last  year  indicated,  $50  million  is  actually  insufficient  Congress  has  wisely  set  an  authorization 
level  of  $100  million  for  ERMA.  As  massive  new  refugee  emergencies  have  exploded  annually, 
it  appears  that  an  appropriation  of  $75  million  is  in  line  with  humanitarian  needs.  The  U.S. 
Committee  for  Refiigees  urges  Congress  to  appropriate  not  less  than  $50  million  to  the 
ERMA  fund. 
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Ms.  Pelosi  [presiding].  Thank  you  very  much  and  thank  you  for 
correcting  the  record  on  your  name.  We  want  to  have  that  right. 


Thursday,  March  30,  1995. 

AMERICAN  SOCIETY  OF  TROPICAL  MEDICINE  AND 

HYGIENE 

WITNESS 

DR.  DONALD  KROGSTAD,  CHAIR,  DEPARTMENT  OF  TROPICAL  MEDI- 
CINE, TULANE  UNIVERSITY  SCHOOL  OF  PUBLIC  HEALTH  AND  TROP- 
ICAL MEDICINE 

Ms.  Pelosi.  Dr.  Donald  Krogstad,  American  Society  of  Tropical 
Medicine  and  Hygiene,  welcome. 

Dr.  Krogstad.  Thank  you. 

Ms.  Pelosl  Your  entire  statement  will  be  submitted  for  the 
record. 

Dr.  Krogstad.  Thank  you. 

I  am  the  Henderson  Professor  and  Chair  of  Tropical  Medicine  at 
Tulane  University,  which  was  founded  in  1834  because  of  four  trop- 
ical diseases  then  ravaging  New  Orleans,  malaria,  cholera,  yellow 
fever  and  smallpox.  This  afternoon,  I  am  pleased  to  speak  with  you 
on  behalf  of  the  American  Society  of  Tropical  Medicine  and  Hy- 
giene of  which  I  am  a  past  president. 

Our  society  has  3,000  members  dedicated  to  prevention  and 
treatment  of  infectious  and  parasitic  diseases  of  the  tropics.  These 
diseases  kill  young  children,  exacerbate  malnutrition  and  impair 
economic  development. 

Because  we  recognize  that  the  priorities  of  Congress  are  deficit 
reduction  and  a  more  efficient  government,  we  have  chosen  not  to 
make  specific  budgetary  recommendations.  Rather,  as  tropical  med- 
icine experts,  we  urge  you  to  give  priority  consideration  to  two  spe- 
cific areas,  malaria  vaccine  development  and  the  special  program 
for  research  and  training  in  tropical  diseases,  TDR,  whether  those 
areas  are  funded  through  the  Agency  for  International  Develop- 
ment or  through  other  parts  of  the  foreign  aid  budget. 

We  also  request  that  AID  be  asked  to  identify  health  expendi- 
tures separately,  because  this  distinction  has  been  lost  during  the 
last  several  years  with  a  fused  or  joined  Office  of  Population  and 
Health. 

The  first  area  is  malaria  vaccine  development.  With  increasing 
prevalence  of  drug  resistance,  an  effective  malaria  vaccine  will  be 
essential  to  reduce  the  death  toll  of  malaria.  To  cite  a  recent  exam- 
ple from  our  experience  in  Mali,  West  Africa,  last  summer  we  met 
with  a  village  chief  who  wanted  to  say  how  grateful  he  was  to  the 
United  States  for  foreign  aid,  which  had  helped  to  reduce  the  death 
toll  from  malaria  among  children  in  his  village,  so  that  only  15  per- 
cent of  children  were  dying  from  malaria  before  the  age  of  five. 

Paradoxically,  during  the  last  two  years,  when  basic  scientific  ad- 
vances have  provided  new  strategies  for  vaccine  development,  fund- 
ing for  this  area,  the  world's  only  malaria  vaccine  development  pro- 
gram, has  been  abolished.  Our  society  recommends  that  the  com- 
mittee make  this  initiative  a  priority. 
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The  second  area  is  the  TDR,  sponsored  jointly  by  the  U.N.  Devel- 
opment Program,  World  Bank  and  the  World  Health  Organization, 
WHO.  Its  goals  are  to  develop  new  methods  for  diagnosis,  treat- 
ment and  prevention  of  tropical  disease  and  to  strengthen  the  re- 
search capabilities  of  developing  nations.  Despite  TDK's  impor- 
tance, its  annual  budget  is  only  $30  million.  Although  the  U.S.  has 
contributed  two  to  $3  million  per  year  through  AID,  TDR  actually 
awards  more  than  $5  million  per  year  to  investigators  in  the  Unit- 
ed States. 

WHO,  to  which  the  U.S.  contributes  $14  million  a  year  has  pro- 
vided only  $1  million  to  TDR  during  each  of  the  last  several  years. 
Our  society  recommends  that  Congress  directs  WHO  to  provide  ad- 
ditional support  for  TDR  from  these  funds.  This  would  provide 
needed  additional  support  for  TDR  without  requiring  additional  ex- 
penditures by  the  U.S.  Government. 

I  would  like  to  conclude  by  emphasizing  the  benefits  of  foreign 
aid  in  health  for  the  United  States.  Recent  examples  of  diseases 
first  recognized  in  the  tropics  include  hantavirus,  the  cause  of  dis- 
ease in  the  Four  Comers,  that  recent  outbreak,  viruses  such  as 
those  featured  in  the  "Hot  Zone"  and  the  movie  "Outbreak,"  the  in- 
creasing importance  to  drugs  resistant  to  tuberculosis  and  the  dev- 
astating impact  of  HIV-AIDS,  which  provides  yet  another  example 
of  a  tropical  disease  imported  to  the  United  States. 

Thank  you  for  your  consideration. 

[The  information  follows:] 
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Statement  of  the  American  Society  of  Tropical  Medicine  and  Hygiene 


Good  afternoon.  My  name  is  Donald  J.  Krogstad,  and  I  am  the  Henderson  Professor  and 
Chair  of  the  Department  of  Tropical  Medicine  at  the  Tulane  University  School  of  Public  Health 
and  Tropical  Medicine.  I  am  pleased  to  present  public  witness  testimony  on  behalf  of  the 
American  Society  of  Tropical  Medicine  and  Hygiene,  of  which  I  am  a  Past-President. 

ASTMH  is  a  professional  society  of  nearly  3.000  researchers  and  practitioners  dedicated 
to  the  prevention  and  treatment  of  infectious  and  parasitic  diseases  which  are  most  prevalent  in 
tropical,  developing  regions  of  the  world.  The  collective  expertise  of  our  members  is  in  areas 
of  basic  molecular  science,  medicine,  epidemiology,  and  public  health. 

We  appear  before  you  today  aware  that  it  will  be  very  difficult  for  your  Committee  to 
find  the  resources  to  support  the  Administration's  Budget  Request  for  the  Agency  for 
International  Development  (A.I.D.).  Further,  ASTMH  understands  the  priorities  of  this 
Congress  to  provide  deficit  reduction  and  a  more  etTicient  Federal  government  to  the  American 
people.  1  do  not  come  before  you  to  tell  you  how  much  to  provide  for  A.I.D.  Rather,  as  a 
representative  of  tropical  medicine  experts  in  the  United  States,  I  urge  you  to  give  priority 
consideration  to  two  areas  our  Society  believes  are  vital  to  the  developing  world:  the  malaria 
vaccine  development  program  and  the  Special  Program  for  Research  and  Training  in  Tropical 
Diseases-whether  they  are  funded  by  A.I.D.  or  some  other  area  of  the  foreign  aid  budget. 
Our  Society  believes  these  programs  are  vital  to  the  men,  women,  and  children  who  live  in  the 
tropics  and  to  our  nation's  interests. 


The  Impact  of  Tropical  Infection.s  Diseases 

Our  message  today  is  simple--tropical  diseases  take  a  tremendous  toll  on  their  victims  and 
have  devastating  human,  societal,  and  economic  costs.  The  areas  of  health  research  supported 
by  A.I.D. --which  have  enjoyed  bi-partisan  support  from  this  Committee  previously— are 
important  and  perform  a  critical  role  in  addressing  these  devastating  diseases.  Foreign  assistance 
is  in  our  nation's  best  long-term  interest.  Nations  whose  people  suffer  from  disease, 
malnutrition,  illiteracy,  joblessness,  and  other  social  and  economic  afflictions  will  only  cost  us 
in  the  long-term.  It  will  cost  us  lost  economic  opportunities  in  the  form  of  exports  and  it  will 
cost  us  in  emergency  aid  relief  and  other  such  disaster  assistance.  The  development  of  Third 
World  nations  is  dependent  on  health.  A  strong  economy  is  not  possible  unless  you  have  healthy 
people-no  economic  development  plan  can  succeed  if  people  are  too  ill  to  work. 

Tropical  disea.ses  such  as  malaria,  schistosomiasis,  leishmaniasis,  Chagas  disease,  African 
Sleeping  Sickness,  and  leprosy  are  major  international  health  problems.  These  diseases  affect 
500  million  people  worldwide  and  2.5  billion-half  the  world's  population-are  at  risk.  To 
complicate  matters,  most  victims  live  in  the  world's  poorest  nations,  nations  that  are  least  able 
to  deal  with  the  resulting  tremendous  economic  and  social  burdens.  Tropical  infectious  diseases 
impair  physical  growth,  shorten  lifespans,  cause  severe  disfigurement  and  emotional  suffering, 
cause  financial  burden,  and  hamper  economic  development. 
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Despite  the  impact  of  tropica!  infectious  diseases,  progress  is  being  made.  Foreign  aid 
in  iiealtli  is  an  American  success  story,  partly  the  result  of  the  laboratory  and  epidemiologic 
expertise  of  U.S.  scientists  supported  by  A.I.D.  Major  accomplishments  include  the  eradication 
of  smallpox  (resulting  in  an  estimated  $1  billion  in  global  savings  annually),  polio  immunization 
(with  the  potential  for  polio  eradication  during  the  next  several  years),  and  the  control  of  River 
Blindness  in  West  Africa,  and  the  Child  Survival  Program. 


Malaria  Vaccine  Development 

We  are  particularly  concerned  about  the  devastating  reductions  in  A.I.D.'s  malaria 
vaccine  development  program,  which  supports  the  basic  and  applied  research  that  is  necessary 
for  the  development  of  a  vaccine,  over  the  past  two  years.  A.I.D.  has  consistently  supported 
this  program,  which  has  lead  to  the  first  partially  successful  human  malaria  vaccine  trials,  and 
the  reductions  come  at  a  time  when  researchers  are  optimistic  about  the  prospects  of  the 
development  of  a  malaria  vaccine  for  the  two  most  prevalent  malaria  species.  Malaria  kills  an 
estimated  1.5-3  million  people  annually,  including  as  many  as  one  million  children  under  five 
years  of  age  in  Africa  (one  out  of  every  20  children  in  Africa  die  of  malaria  before  they  reach 
age  5  ),  and  300-.')00  million  cases  occur  each  year.  While  it  is  most  often  found  in  Africa, 
areas  of  Asia,  Central  America,  and  South  America  are  also  at  high  risk.  Even  the  U.S.  is  not 
immune  to  malaria--approxiniaiely  1.000  cases  are  reported  in  the  U.S.  each  year.  Through  the 
severe  reductions  taken  by  the  Administration  over  the  past  two  years,  the  A.I.D.  malaria 
program  is  essentially  gone.  We  iir};e  A.I.D.  to  reiie"  its  coniniUment  to  niaiaria  reseaicii 
activities. 


Special  Program  for  Research  and  Training  in  Tropical  Diseases 

The  World  Health  Organization  (WHO)  administers  the  Special  Program  for  Research 
and  Training  in  Tropical  Diseases,  or  TDR.  This  program  is  jointly  funded  by  WHO,  the 
World  Bank,  and  the  United  Nations  Development  Program.  TDR's  two  major  objectives  are 
(1)  to  develop  new  methods  of  prevention,  diagnosis,  treatment,  and  control  of  major  tropical 
diseases,  and  (2)  to  strengthen  the  capability  of  developing  countries  to  undertake  the  research 
required  to  develop  new  disease  control  technologies. 

TDR  has  an  annual  budget  of  approximately  S30  million,  of  which  the  U.S.  has  provided 
between  Sl..^  -  3.0  million  annually  for  the  last  several  years.  It  should  be  noted  that 
researchers  at  U.S.  institutions  receive  significantly  more  in  annual  support  from  TDR 
(approximately  $5  million)  than  TDR  receives  from  A.I.D.  The  ASTMH  believes  that  TDR  is 
a  valuable  program  which  provides  a  consistent  return  on  our  U.S.  investment  in  the  form  of 
competitive  research  grants  to  U.S.  institutions  and  through  improvements  in  international 
health.  The  WHO,  of  which  the  United  Slates  is  a  major  contributor  (approximately  $140 
million  annually),  has  provided  only  SI  million  to  TDR  for  each  of  the  past  several  years.  For 
1996,  ASTMH  recommends  that  Congress  direct  the  WHO  to  provide  additional  snppoii  for 
TDR  from  WHO  funds.  This  would  provide  much-needed  funds  for  TDR  and  would  prevent 
this  Committee  from  having  to  fund  TDR  via  direct  appropriation. 
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U.S.  Not  Immune  to  Tropical  Inlcctioiis  Diseases 

Success  in  treating  and  controlling  many  infectious,  to  include  tropical  infectious,  diseases 
has  left  policy  makers  with  the  misconception  that  these  diseases  are  no  longer  a  threat  to 
America's  public  health.  Nothing  could  be  liiillier  from  the  truth.  No  nation,  no  matter  how 
affluent,  can  afford  to  be  complacent  regarding  these  health  risks.  This  danger  is  most  recently 
examined  in  the  movie  "Outbreak,"  the  non-t'iction  best-seller  The  Hot  Znnc,  and  in  the  March 
27,  1995  issue  of  U.S.  News  and  World  Report,  which  discusses  the  potential  danger  of  killer 
microbes  and  epidemics  in  the  U.S.,  and  has  been  illustrated  in  outbreaks  of  hantavirus;  the 
reemergence  of  tuberculosis,  including  multi  drug-resistant  strains;  cryptosporidiosis,  a  water- 
borne  parasite  which  caused  approximately  50  deaths  and  required  more  than  4,400 
hospitalizations  in  Milwaukee  in  1993;  and  E.  coll  0I57:H7,  which  infected  600  people  and  left 
four  children  dead  in  Western  states  in  1993.  As  trade  and  tourism  continue  to  expand  to 
developing  nations,  diseases  that  are  not  yet  endemic  to  the  U.S.,  such  as  malaria  and  Dengue, 
will  po.se  an  increasing  risk. 


Recommended  Changes  at  A.I.D. 

Despite  the  overall  success  of  our  foreign  aid  health  programs,  there  are  two  problems 
that  ASTMH  believes  need  to  be  addressed.  First,  the  number  of  qualified  health  professionals 
at  A.I.D.  is  declining.  We  recommend  that  A.I.D.  recruit  and  retain  qualified  health 
professionals  at  the  senior  policy-making  level.  Second,  programs  in  health  and  population  have 
been  combined  into  a  single  category  so  that  it  is  difficult  or  impossible  to  know  what  current 
health  expenditures  are  in  comparison  to  those  of  previous  years. 

With  the  pending  restructuring  of  foreign  aid  programs  by  Congress,  we  have  before  us 
an  exceptional  opportunity  to  improve  the  health  of  thousands  of  people  worldwide,  while 
eventually  reducing  foreign  aid  costs.  We  have  an  opportunity  to  redirect  foreign  assistance 
from  one  based  on  strategic,  military  significance  to  one  based  on  health  assistance.  Health 
programs  improve  the  quality  of  life,  improve  productivity  and  development,  and  can  strengthen 
democratic,  free-market  economies.   Good  heahh  is  a  prerequisite  to  economic  development. 

Thank  you  for  your  consideration  of  our  concerns  and  requests.  I  would  be  pleased  to 
answer  any  questions  at  this  time. 
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Ms.  Pelosi.  Thank  you,  Dr.  Krogstad. 

You  might  be  interested  to  know  that  the  gentleman  who  up 
until  last  year  was  the  House  physician  was  trained  as  a  physician 
in  tropical  medicine.  He  sings  that  song  as  well  that  you  presented 
so  well  today. 

Thank  you  very  much. 

Dr.  Krogstad.  Thank  you. 


Thursday,  March  30,  1995. 
ECOLOGICALLY  SUSTAINABLE  DEVELOPMENT,  INC. 

WITNESS 

GEORGE  D.  DAVIS,  PRESIDENT,  ECOLOGICALLY  SUSTAINABLE  DEVEL- 
OPMENT, INC. 

Ms.  Pelosi.  Next  we  have  George  Davis,  President  of  the  Eco- 
logically Sustainable  Development  Corporation. 

Welcome. 

Mr.  Davis.  Thank  you,  Ms.  Chairman. 

My  name  is  George  Davis.  I  am  President  of  Ecologically  Sus- 
tainable Development.  ESD  is  a  not  for  profit  organization  working 
in  developing  regions  around  the  world.  In  Russia,  it  is  the  Lake 
Baikal  region,  the  far  east  and  the  Altai  Republic.  In  Mongolia,  in 
Nicaragua,  in  northeastern  China  and  in  British  Columbia,  we  as- 
sist the  people  of  these  areas  to  formulate  sustainable  economic  de- 
velopment policies  and  programs. 

We  commend  the  104th  Congress  for  taking  a  hard  look  at  U.S. 
foreign  assistance  programs  and  working  to  insure  that  our  dollars 
are  spent  in  the  U.S.  interest  and  are  made  to  be  cost-effective.  As 
you  review  the  record  on  foreign  assistance,  examples  of  successful 
programs  will  doubtless  be  important  to  you,  programs  that  deliver 
tangible  benefits  to  recipient  countries  on  a  cost-effective  basis.  We 
believe  our  model  of  leveraging  private  and  public  resources,  using 
volunteers  in  various  professional  disciplines  and  securing  Amer- 
ican business  investment  in  developing  countries  represents  a  suc- 
cessful example  worth  replicating. 

We  have  been  working  longest  in  the  Lake  Baikal  region  of  Rus- 
sia. For  the  program  development  phase,  funded  by  American  foun- 
dations and  assisted  by  American  volunteer  specialists  is  complete 
and  the  process  of  legal  and  practical  implementation  has  now 
begun.  In  fact,  at  this  point,  ESD  is  actively  seeking  U.S.  business 
partners  for  long  term  joint  venture  and  is  encouraging  investment 
in  the  region  by  responsible  U.S.  business  interests. 

ESD's  relatively  small  government  funding  in  Baikal  through 
USAID  cooperative  agreement  has  enabled  us  to  make  this  transi- 
tion from  the  program  development  to  implementation  and  it  has 
allowed  us  to  employ  some  228  Russians  in  the  area  compared  with 
less  than  30  Americans,  a  ratio  we  are  proud  of.  Thus,  an  invest- 
ment by  a  developing  region  and  by  U.S.  philanthropic  interests  in 
the  creation  of  a  sustainable  development  program  has  leveraged 
foreign  assistance  funding  for  program  implementation,  which  in 
turn,  leverages  the  infusion  of  capital  by  American  private  business 
interests. 
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We  believe  this  approach  defines  the  leading  edge  of  foreign  as- 
sistance because  of  its  cost-effectiveness,  its  integration  of  economic 
development  with  ecological  sensitivity  and  its  focus  on  legal  and 
democratic  institution  building.  Equally  important,  it  demonstrates 
that  truly  sustainable  economic  development  can  be  a  reality  and 
not  just  an  academic  theory. 

We  have  found  that  most  countries,  especially  those  struggling  to 
find  a  new  political  and  economic  order,  do  not  want  handouts,  es- 
pecially in  the  form  of  projects  that  they  cannot  sustain  once  the 
helping  hand  is  gone.  They  do  not  want  dependency.  They  want 
dignity.  They  want  advice  and  ideas.  They  want  help  to  facilitate 
the  development  of  programs  that  fit  their  needs,  culture  and  re- 
sources. They  want  their  own  stamp  on  their  future.  They  want 
economic  development  that  they  can  sustain  and  that  will  not  de- 
stroy their  environment. 

Probably  ESD's  strongest  contribution  to  the  crafting  of  sustain- 
able development  programs  is  not  our  environmental  or  devel- 
opmental expertise,  but  our  ability  to  bring  all  of  the  local  stake- 
holders to  the  table  to  work  together.  As  mediator  and  facilitator, 
we  bring  scientists,  government  officials,  environmentalists,  inter- 
ested NGO  representatives  business  leaders,  all  of  the  interested 
parties  to  the  table  to  hammer  out  the  structure  of  the  program 
and  it  works. 

One  of  the  most  gratifying  aspects  of  our  work  has  been  the  re- 
sponse of  the  American  professional  community.  ESD  operates  with 
a  very  small  core  staff,  but  we  have  been  fortunate  in  attracting 
individuals  in  various  professional  disciplines  to  either  donate  their 
time  or  work  for  a  tiny  stipend  to  assist  people  in  need  around  the 
world.  Americans  are  a  generous,  caring  people,  anxious  to  be  en- 
gaged in  a  worthy  cause. 

We  learned  for  space  photos  that  we  all  live  in  a  common  envi- 
ronment, the  spaceship  Earth  and  we  are  now  finally  realizing  we 
also  live  in  a  global  economy.  It  is  up  to  this  generation  of  people 
and  policymakers  in  particular,  to  insure  that  ecologically  sustain- 
able policies  and  economic  development  become  the  norm,  not  the 
exception.  A  carefully  directed  foreign  assistance  program,  fully  uti- 
lizing and  integrating  the  not  for  profit  sector,  dedicated  American 
volunteers,  private  philanthropy,  American  business  investment 
and  government  funds  can  be  cost-effective  and  achieve  goals  we 
can  all  agree  on.  This  is  the  lesson  ESD  is  learning  and  hopes  to 
encourage  others  to  build  on. 

Mr.  Chairman,  this  concludes  my  prepared  remarks.  I  would 
pleased  to  elaborate  on  any  point  and  respond  to  any  questions  you 
may  have. 

[The  information  follows:] 
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ECOLOGICALLY  SUSTAINABLE  DEVELOPMENT,  INC. 

2  Church  Street  .^^^^     ^K  .^^^  Phone    518-873-3200 

r     Box  848  ^HL  tJtk  ar^  ^     ^^^  ^^^     518-873-2686 

ti.zabethtown,  NY  12932  USA  ^^^Bi^^^Ls     ""laAni^^  E-Mail  esd  @  igc.apc.org 


TESTIMONY  OF 

ECOLOGICALLY  SUSTAINABLE  DEVELOPMENT,  ] 

before  the 

HOUSE  COMMITTEE  ON  APPROPRIATIONS 

SUBCOMMITTEE  ON  FOREIGN  OPERATIONS 

March  30,  1995 


Thank  you,  Mr.  Chairman.  My  name  is  George  D.  Davis.  I  am 
President  of  Ecologically  Sustainable  Development,  Inc. 

Ecologically  Sustainable  Development  (ESD)  is  a  not-for-profit 
organization  working  in  developing  regions  around  the  world.  We 
work  with  the  policy  people,  scientists,  environmentalist  and 
development  specialists  in  these  regions  to  formulate  ecologically 
sustainable  economic  development  policies  and  programs  for  their 
territories.  As  the  104th  Congress  reviews  the  record  on  foreign 
assistance,  examples  of  successful  programs  will  doubtless  be 
important  to  you  --  programs  which  are  effective  in  delivering 
tangible  benefits  to  recipient  countries  on  a  cost  effective  basis. 
We  believe  our  model  of  leveraging  private  and  public  resources, 
using  volunteers  in  various  professional  disciplines,  and  securing 
business  investment  in  developing  countries  represents  examples  of 
successful  programs  worth  replicating. 

ESD  is  presently  helping  officials  in  areas  of  Russia,  China, 
Mongolia,  Nicaragua,  and  the  Haisla  First  Nation  of  British 
Columbia  create  development -friendly,  regional  land  zoning  and 
allocation  regimes  based  on  the  specific  economic  needs  and 
priorities  of  each  region,  and  governed  by  principles  of  land 
carrying  capacity,  sustainable  development  potential,  and 
biodiversity  preservation.  These  programs  are  not  environmental 
strait jackets,  but  rather,  blueprints  for  sensible,  feasible, 
sustainable,  economic  development. 

We  have  been  working  longest  in  the  Lake  Baikal  region  of 
Russia,  where  the  program  development  phase  is  complete  and  the 
process  of  legal  and  practical  implementation  has  begun.  Our 
Mongolian  project,  encompassing  about  a  fifth  of  the  land  mass  of 
Mongolia,  should  be  passing  into  the  implementation  phase  shortly. 
Our  Ussuri  River  Basin  project,  fascinating  because  the  area  is 
partially  in  Russia,  partially  in  China,  has  another  year  to  go 
before  we  finish  program  development.  (This  project  has  the  added 
dimension  of  furthering  Sino-Russian  cooperation  across  a  disputed 
boundary,  and  is  progressing  well.   Sensible  economic  development 

Dedicated  to  promoting  global  development  that  meets  the  needs  of  the  present  generation 
without  compromising  the  ability  of  future  generations  to  meet  their  own  needs. 
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within  constraints  of  the  supporting  ecosystem  seems  to  be  a 
fruitful  vehicle  for  international  cooperation.)  And  we  have  just 
begun  projects  in  the  Altai  mountains  of  Russia  (on  the  border  of 
Kazakhstan,  Mongolia  and  China) ,  Nicaragua's  Atlantic  Coast,  and  on 
Haisla  native  territorial  lands  in  British  Columbia. 

We  believe  the  Congress  will  find  the  work  of  our  small,  new 
organization  worth  studying,  because  we  bring  three  important 
elements  to  foreign  assistance  funding:  leverage,  cost- 
ef fectiveness,  and  private  sector  opportunities. 

A  typical  ESD  project  begins  with  a  contact  from  regional 
officials  in  a  developing  country  desirous  of  facilitating  economic 
development  but  within  a  policy  context  that  preserves  biodiversity 
and  sustains  a  healthy  environment.  If  we  believe  the  region  can 
support  new  development  within  such  a  context,  and  if  the  host 
country  is  willing  to  defray  a  significant  portion  of  the  costs,  we 
will  approach  the  American  philanthropic  community  for  funding 
initial  program  development  costs,  including  reaching  program 
content  consensus  among  all  levels  of  government,  the  scientific 
community,  and  NGOs .  We  have  worked  with  a  number  of  U.S. 
foundations  to  date,  including  the  John  D.  and  Catherine  T. 
MacArthur  Foundation,  the  W.  Alton  Jones  Foundation,  the  Weeden 
Foundation,  the  Trust  for  Mutual  Understanding,  and  Rockefeller 
Brothers  Fund.  The  program  development  phase  generally  costs 
slightly  less  than  one  million  dollars,  spread  over  three  or  four 
years.  We  seek  these  funds  from  the  private  philanthropic 
community  and  foreign  assistance  agencies  such  as  USAID.  The  host 
government's  share  of  the  costs  will  ordinarily  include  the  costs 
of  its  own  personnel,  ESD's  in-country  expenses,  and  local  mapping 
and  data  collection  costs.  Participating  in-country  officials, 
scientists,  development  specialists,  and  NGO  representatives  who 
participate  pay  their  own  expenses. 

Once  a  sustainable  development  program  has  been  hammered  out 
through  field  investigations,  deliberations,  and  public  meetings, 
and  the  host  government,  scientific  community,  and  NGOs  have 
accepted  it,  ESD  approaches  USAID,  or  the  Asian  Development  Bank, 
or  UNDP,  or  some  other  funder  of  foreign  development  assistance, 
for  funds  to  further  implementation  of  the  program.  The 
implementation  phase  includes  demonstration  development  projects  to 
showcase  some  of  the  development  recommendations  in  the  program,  as 
well  as  funds  to  provide  technical  assistance  to  the  host 
government  as  it  legally  adopts  the  program.  Obviously,  legal 
implementation  of  a  zoning-based  land  use  policy  takes  time, 
involves  educational  activities,  and  requires  painstaking 
institution  building.  It  also  depends  upon,  and  contributes  to, 
the  development  of  an  effective  legal  system  accessible  to  the 
public  and  based  on  the  rule  of  law.  ESD's  funding  from  US  AID  in 
the  Lake  Baikal  region  has  enabled  us  to  employ  some  228  Russians 
in  the  area  (compared  with  less  than  30  Americans  --a  ratio  which 
we're  very  proud  of) .   With  about  three  million  dollars  over  four 
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years  we  are  restoring  historic  buildings,  promoting  ecotourism, 
contributing  to  the  building  of  local  government  infrastructure, 
facilitating  GIS  base  mapping  of  the  area,  supporting  sustainable 
forestry  and  agriculture  projects,  and  in  other  ways  participating 
in  the  sustainable  economic  development  of  the  area.  We  believe 
our  efforts  there  are  highly  cost  effective  and  significantly 
helping  in  their  transition  to  a  free  market  democracy. 

During  this  implementation  phase,  ESD  actively  seeks  U.S. 
business  partners  for  joint  ventures  and  other  in-country 
commercial  opportunities,  and  we  encourage  investment  in  the  region 
by  responsible  U.S.  business  interests.  We  have  found  that 
legitimate  businesses  with  a  long-term  interest  in  a  region  are 
more  willing  to  invest  when  a  sustainable  development  program  is  in 
place,  and  they  know  precisely  what  is  expected  of  them. 

Thus,  an  investment  by  a  developing  region  and  by  private  U.S. 
philanthropic  interests  in  creation  of  a  sustainable  development 
program  leverages  foreign  assistance  funding  for  program 
implementation  and  is  followed  by  the  infusion  of  capital  by 
private  business  interests.  We  believe  this  approach  defines  the 
leading  edge  of  foreign  assistance  because  of  its  cost- 
ef f ectiveness,  its  integration  of  economic  development  with 
ecological  sensitivity,  and  its  focus  upon  legal  and  democratic 
institution  building.  Equally  important,  it  demonstrates  that 
truly  sustainable  economic  development  can  be  a  reality,  not  just 
an  academic  theory. 

We  have  found  that  most  countries,  especially  those  struggling 
to  find  a  new  political  and  economic  order,  do  not  want  handouts  in 
the  form  of  project  financing  for  projects  that  they  can  not 
sustain  once  the  helping  hand  is  gone.  They  do  not  want 
dependency.  They  want  dignity.  They  want  advice  and  ideas.  They 
want  help  to  facilitate  development  of  programs  that  fit  their 
needs,  culture,  and  resources.  They  want  their  own  stamp  on  their 
future.  They  want  economic  development  that  they  can  sustain  and 
that  will  not  destroy  their  environment.  Ecologically  Sustainable 
Development  attempts  to  fill  these  needs. 

Probably  Ecologically  Sustainable  Development's  strongest 
contribution  to  the  crafting  of  sustainable  development  programs  is 
not  our  environmental  or  developmental  expertise,  but  our  ability 
to  bring  all  of  the  local  stakeholders  to  the  table  to  work 
together.  As  mediator  and  facilitator,  we  bring  scientists, 
government  officials,  environmentalists,  interested  NGO 
representatives,  business  leaders  --  all  of  the  interested  parties 
--to  the  table  to  hammer  out  the  structure  of  the  program.  And  it 
works . 

One  of  the  most  gratifying  aspects  of  our  work  in  assisting 
other  nations  has  been  the  response  of  the  American  professional 
community.    ESD  operates  with  a  small  core  staff  and  has  been 
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fortunate  in  attracting  individuals  in  various  professional 
disciplines  to  either  donate  their  time  or  work  for  a  small 
stipend;  an  ESD  organizational  chart  reflecting  this  is  attached  to 
my  testimony.  When  ESD  accepts  an  assignment,  we  establish  a  team 
of  professionals  in  disciplines  that  reflect  the  country's  social, 
cultural,  economic,  and  resource  realities.  This  interdisciplinary 
team  is  composed  of  Americans  and  host  country  specialists.  The 
American  specialists  come  from  the  top  academic,  private  sector, 
and  government  ranks  of  law,  economics,  sociology,  forestry, 
ecology,  limnology,  geology,  land  use  policy,  and  a  host  of  other 
disciplines.  In  most  cases  they  volunteer  their  time  --  from  4  to 
10  weeks  per  year  --to  assist  people  in  need  around  the  world.  We 
have  over  100  such  professional  volunteers  in  our  talent  pool  at 
present.  We  could  easily  triple  that  number  with  very  little 
effort.  Americans  are  a  generous,  caring  people  anxious  to  be 
engaged  in  a  worthy  cause . 

We  learned  from  space  photos  that  we  all  live  in  a  common 
environment,  the  spaceship  Earth,  and  we  are  now  realizing  we  also 
live  in  a  global  economy.  It  is  up  to  this  generation  of  people, 
and  policymakers  in  particular,  to  insure  that  ecologically 
sustainable  policies  and  economic  development  become  the  norm  not 
the  exception.  A  carefully  directed  foreign  assistance  program, 
fully  utilizing  and  integrating  the  not-for-profit  sector, 
dedicated  American  volunteers,  private  philanthropy,  American 
business  investment,  and  government  funds,  can  be  cost  effective 
and  achieve  goals  we  can  all  agree  on.  This  is  the  lesson  ESD  is 
learning  and  hopes  to  encourage  others  to  build  on. 

Mr.  Chairman,  that  concludes  my  prepared  remarks.  I  would  be 
pleased  to  elaborate  on  any  point  and  respond  to  any  questions  you 
and  the  Committee  may  have.   Thank  you. 

Enc. 
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Mr.  Callahan  [presiding].  Thank  you,  Mr.  Davis  and  thank  you, 
Ms.  Pelosi  for  presiding  here. 
We  will  submit  your  entire  testimony  for  the  record. 
Mr.  Davis.  Thank  you. 


Thursday,  March  30,  1995. 

AMERICAN  COUNCIL  FOR  AN  ENERGY-EFFICIENT 

ECONOMY 

WITNESS 

HOWARD  GELLER,  EXECUTIVE  DIRECTOR,  AMERICAN  COUNCIL  FOR 
AN  ENERGY-EFFICIENT  ECONOMY 

Mr.  Callahan.  Mr.  Geller. 

Mr.  Geller.  Thank  you,  Mr.  Chairman  and  good  afternoon.  I  am 
Howard  Geller,  the  Executive  Director  for  the  American  Council  for 
an  Energy-Efficient  Economy,  which  is  a  private,  non-profit  organi- 
zation working  on  improving  energy  efficiency  both  in  the  United 
States  and  overseas  in  developing  and  former  communist  countries. 
Our  Deputy  Director  is  currently  spending  a  year  in  China,  work- 
ing with  a  new  Beijing  energy  efficiency  center,  to  work  on  energy 
efficiency  in  that  rapidly  growing  nation.  We  have  worked  in  South 
America,  former  communist  countries  as  well  on  energy  efficiency. 

I  am  here  to  testify  on  behalf  of  funding  for  the  USAID  Energy 
Office  and  for  the  Global  Environmental  Facility,  which  is  based  at 
the  World  Bank.  Both  of  these  programs  are  advancing  energy  effi- 
ciency measures  in  developing  and  former  communist  countries. 
These  programs  promote  innovative,  cost-effective  technologies, 
help  create  markets  for  U.S.  companies  overseas  and  reduce  envi- 
ronmental pollution  at  the  same  time. 

AID  has  demonstrated  its  ability  to  make  a  difference  in  helping 
developing  countries  increase  energy  efficiency  and  open  energy 
markets  to  U.S.  business.  Just  to  cite  two  examples  of  successful 
AID  energy  projects,  first,  AID  has  promoted  the  opening  of  electric 
power  grids  to  private  sector  owners  of  power  plants.  By  and  large, 
these  utilities  in  developing  countries  have  been  government- 
owned,  but  AID  has  done  a  lot  to  encourage  opening  up  these  pub- 
licly-owned utilities  to  new  privately-owned  power  plants.  Some- 
thing like  10,000  megawatts  of  new  power  plants  have  been  put  up 
by  U.S.  companies  in  response  to  this  opening. 

AID  has  also  funded  the  project  development  work  that  has  then 
resulted  in  major  loans  from  the  World  Bank  and  the  regional  de- 
velopment banks  for  energy  efficiency  and  renewable  energy 
projects  in  countries  such  as  Costa  Rica,  El  Salvador,  India  and  In- 
donesia. AID  has  also  provided  critical  seed  funding  for  new  na- 
tional energy  efficiency  centers  in  countries  such  as  Poland,  Russia, 
the  Czech  Republic  and  China.  These  centers  are  playing  a  key  role 
in  rebuilding  these  former  communist  nations,  including  facilitat- 
ing export  of  U.S.  technologies  and  joint  ventures  between  U.S.  and 
local  companies. 

The  administration  has  requested  $17  million  in  core  funding  for 
the  AID  Energy  Office  in  fiscal  year  1996,  the  same  budget  level 
as  in  fiscal  year  1995.  We  urge  the  subcommittee  to  maintain  the 
Energy  Office  at  this  level  or  as  close  to  it  as  possible. 
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Turning  to  the  GEF,  it  is  a  financial  mechanism  that  provides 
grants  to  developing  countries  for  projects  that  protect  the  global 
environment.  It  was  set  up  to  help  implement  the  climate  change 
and  biological  diversity  conventions  which  the  United  States  and 
over  100  other  nations  have  signed.  In  the  climate  change  area,  the 
GEF  Fund's  incremental  costs  for  environmentally  sound  energy 
projects,  for  example,  the  incremental  cost,  a  small  portion  of  the 
cost  for  wind  power  projects  in  Costa  Rica  and  pilot  energy  effi- 
ciency programs  in  Mexico  and  Thailand. 

The  GEF  is  not  simply  providing  handouts  to  developing  coun- 
tries. It  is  emphasizing  introduction  of  state-of-the-art,  thereby 
opening  up  export  markets  for  U.S.  businesses.  U.S.  companies 
have  benefited  from  GEF  projects,  companies  such  as  General  Elec- 
tric Company,  the  Kenetech  Wind  Power  Company,  providing  gas 
turbines  and  wind  turbines  for  GEF  projects.  Also  quite  a  few  U.S. 
consulting  companies  are  involved  in  the  design  and  implementa- 
tion of  energy  conservation  programs  being  funded  by  the  GEF. 

We  urge  the  subcommittee  to  support  the  budget  request  for 
$110  million  for  the  GEF  in  fiscal  year  1996.  The  GEF  is  the  offi- 
cial funding  mechanism  for  the  International  Climate  Change 
Treaty,  a  treaty  the  United  States  and  many  other  nations  are  a 
party  to.  We  have  a  treaty  obligation  to  fund  the  GEF.  Our  credi- 
bility in  international  agreements  is  at  stake  if  we  do  not  contrib- 
ute our  fair  share.  By  the  way,  our  contribution  of  the  next  couple 
of  years  is  about  20  percent  of  the  total  budget.  There  is  a  lot  of 
money  coming  in  from  other  industrialized  countries  as  well. 

Cutting  our  contribution  to  the  GEF  would  reduce  our  federal 
budget  by  a  small  amount  in  the  near  term,  but  the  U.  S.  would 
risk  losing  influence  with  countries  such  as  China,  India  and  Brazil 
on  environmental  matters  and  possibly  other  matters  of  vital  inter- 
est to  the  United  States.  We  need  to  maintain  our  credibility  with 
these  nations  and  we  need  their  help  to  protect  the  global  environ- 
ment from  threats  such  as  the  green  house  effect  and  loss  of 
biodiversity. 

Thank  you  for  the  opportunity  to  present  these  views  and  I 
would  be  happy  to  respond  to  any  questions  that  you  have. 

[The  information  follows:] 
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The  American  Council  for  an  Energy-Efficient  Economy  is  a  non-profit  organization 
dedicated  to  advancing  technologies,  programs,  and  policies  that  improve  energy  efficiency.  We 
appreciate  the  opportunity  to  appear  before  the  Subcommittee. 

We  are  testifying  on  behalf  of  funding  for  the  U.S.  AID  Energy  Office  and  for  funding 
for  the  Global  Environmental  Facility  (GEF),  which  is  based  at  the  World  Bank.  Both  of  these 
programs  are  advancing  energy  efficiency  measures  in  developing  and  former  communist 
nations.  These  programs  promote  innovative,  cost-effective  technologies,  create  markets  for 
U.S.  companies  overseas,  and  reduce  environmental  degradation  at  the  same  time.  In  addition, 
AID  and  GEF  are  working  in  partnership  with  private  companies  and  public  interest  groups,  not 
just  governmental  bureaucracies,  to  help  advance  energy  efficiency  and  clean  energy 
technologies  worldwide. 

AID  has  demonstrated  its  ability  to  make  a  difference  in  helping  developing  countries 
increase  energy  efficiency  and  open  energy  service  markets  to  U.S.  businesses.  Examples  of 
successful  AID  energy  projects  include: 

o  AID  has  promoted  opening  electric  power  grids  to  private  sector-owned  power 

plants  in  developing  countries,  leading  to  30,000  megawatts  (MW)  of  privately 
owned  power  projects,  about  1/3  of  which  has  gone  to  U.S.  companies. 

o  AID  project  development  support  has  led  to  major  loans  from  the  World  Bank 

and  the  regional  development  banks  for  energy  efficiency  and  renewable  energy 
projects  in  Costa  Rica,  El  Salvador,  India,  and  Indonesia. 

0  In  India,  AID-funded  feasibility  studies  led  to  implementation  of  60  MW  of 

cogeneration  plants  in  sugar  mills,  worth  $50  million,  and  more  capacity  is  in  the 
pipeline.  Also,  an  AID  project  led  to  over  $1.4  billion  of  loans  and  grants  from 
the  World  Bank,  Asian  Development  Bank  and  other  sources  for  energy 
efficiency  and  energy  management  projects. 

o  In  Mexico,  AID  supported  the  planning  of  a  major  energy-efficient  lighting 

demonstration  program,  which  is  now  being  implemented  with  funding  from  the 
World  Bank  and  other  sources. 

Besides  these  specific  projects,  AID  has  provided  seed  funding  for  new  national  energy 
efficiency  centers  in  Eastern  Europe,  the  former  Soviet  Union,  and  China.  These  centers  in 
Poland,  Russia,  The  Czech  Republic,  and  China  are  playing  a  key  role  in  the  rebuilding  of  these 
former  communist  nations,  including  facilitating  the  export  of  U.S.  technologies  and  joint 
ventures  between  U.S.  and  local  companies.  In  addition,  AID  also  plays  a  major  role  in  training 
energy  professionals  from  developing  and  former  communist  nations.  This  is  helping  to  increase 
energy  efficiency,  lower  pollutant  emissions,  and  increase  import  of  U.S. -made  technologies  and 
services. 
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In  its  FY96  budget  request,  the  Administration  has  requested  $17  million  in  core  funding 
for  the  AID  Energy  Office,  the  same  budget  level  as  in  FY95.  In  addition,  the  Energy  Office 
receives  some  funding  from  the  AID  field  offices  to  support  projects  initiated  at  the  local  level. 
This  lean  program  clearly  leverages  its  modest  funding  to  a  great  degree.  It  is  good  for 
developing  countries  and  good  for  American  business.  We  urge  the  Subcommittee  to  maintain 
AID'S  Energy  Office  as  close  to  the  FY95  funding  level  as  possible. 

The  Global  Environmental  Facility  (GEF)  is  a  financial  mechanism  that  provides  grants 
to  developing  countries  for  projects  that  protect  the  global  environment.  It  was  set  up  to  help 
implement  the  Climate  Change  and  Biological  Diversity  conventions  which  the  United  States  and 
many  other  nations  have  signed.  In  the  climate  change  area,  GEF  funds  the  "incremental  costs" 
for  environmentally-sound  energy  projects.  For  example,  GEF  is  funding  a  small  portion  of  the 
costs  for  windpower  projects  in  Costa  Rica  and  pilot  energy  efficiency  programs  in  Mexico  and 
Thailand.  GEF  is  also  helping  to  develop  highly  efficient,  bioenergy  cogeneration  technology 
in  Brazil. 

Global  warming  and  loss  of  biodiversity  are  an  international  concern.  The  global 
environment  is  clearly  benefitting  from  the  U.S.  contribution  to  the  GEF.  But  so  are  U.S. 
business  and  economic  interests.  The  GEF  is  not  simply  providing  hand-outs  to  developing 
nations.  It  is  emphasizing  the  introduction  of  state-of-the-art  technologies  in  developing 
countries,  thereby  opening  up  export  markets  for  U.S.  businesses.  Open,  international  bids  are 
required  by  the  World  Bank  for  purchasing  equipment  for  GEF  projects.  U.S.  companies  that 
have  benefited  from  GEF  projects  include: 

o  General  Electric  Co.  is  expected  to  provide  gas  turbines  for  the  Brazilian  bioenergy 
cogeneration  project,  which  could  pave  the  way  for  a  major  new  market  for  gas  turbines 
worldwide; 

0  Kenetech  Windpower  Inc.  (formerly  U.S.  Windpower)  is  providing  wind  turbines  for 
the  wind  energy  project  in  Costa  Rica; 

o  U.S.  consulting  companies  led  the  design  and  are  involved  in  the  implementation  of 
electricity  conservation  programs  funded  by  the  GEF  in  Thailand; 

o  A  U.S.  company  is  likely  to  supply  the  high-efficiency  lamps  for  a  GEF  energy 
conservation  demonstration  project  in  Mexico. 

The  GEF  is  also  contributing  to  a  venture  capital  fund  to  catalyze  private  investment  in 
greenhouse  gas  mitigation  projects  in  developing  countries  through  the  International  Finance 
Corporation. 

We  urge  the  Subcommittee  to  support  the  Administration's  budget  request  for  $110 
million  for  the  GEF  in  FY96.  If  full  funding  is  not  possible  in  this  tight  budget  environment, 
we  urge  the  Subcommittee  not  single  out  this  program  for  disproportionate  cuts.  The  GEF  is 
the  official  funding  mechanism  of  the  international  climate  change  treaty,  a  treaty  the  United 
States  and  many  other  nations  are  a  party  to.  We  have  a  treaty  obligation  to  fund  the  GEF,  and 
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our  credibility  in  international  agreements  is  at  stake  if  we  do  not  contribute  our  fair  share.  In 
other  words,  cutting  our  contribution  to  the  GEF  would  be  "penny  wise  and  pound  foolish"  ~ 
we  would  reduce  our  federal  budget  by  a  small  amount  in  the  near-term,  but  risk  losing 
influence  with  China,  India,  Brazil  and  other  developing  countries  on  environmental  matters  and 
possibly  other  matters  of  critical  interest  to  the  United  States.  And  we  cannot  successfully 
protect  the  global  environment  from  threats  such  as  the  greenhouse  effect  and  loss  of  biodiversity 
without  the  cooperation  of  these  fast-growing  nations. 

Thank  you  again  for  the  opportunity  to  present  these  views.  I  would  be  happy  to  respond 
to  any  questions  you  might  have. 
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Mr.  Callahan.  Thank  you,  Mr.  Geller.  We  will  submit  your 
statement. 

Ms.  Pelosl  Mr.  Chairman,  may  I  just  make  a  very,  very  brief 
point  here. 

Mr.  Callahan.  Yes,  sure. 

Ms.  Pelosl  I  wanted  to  thank  Mr.  Geller  also  for  his  testimony 
and  just  point  out  that  this  was  part  of  our  discussion  when  some 
of  the  private  sector  folks  were  in  talking  about  Ex-Im  Bank  and 
other  assistance  for  U.S.  exports.  This  is  why  I  was  bringing  up  the 
subject  of  promoting  energy  efficiency  abroad,  giving  us  an  advan- 
tage in  terms  of  our  own  products  being — as  you  say,  increasing  ex- 
ports, but  more  importantly,  not  going  down  old  paths  to  bring 
them  up  to  where  we  were  in  the  1960s  when  our  consumption  was 
so  high,  but  hoping  that  they  can  leapfrog  over  some  of  those 
stages. 

I  think  that  the  GEF  and  the  other  funding  in  the  AID  is  not 
a  lot  of  money  compared  to  what  we  do  with  the  banks  and  the  Ex- 
port-Import Bank,  et  cetera.  It  is  a  really  good  investment  in  en- 
ergy efficiency  that  helps  promote  our  particular  expertise,  exports 
that  focus  on  that  and  exclude  all  around  for  preventing  pollution 
worldwide.  So,  I  think  this  is  a  very  good  investment  and  I  am  very 
pleased  with  Mr.  Geller's  testimony. 

Mr.  Callahan.  Thank  you,  Mr.  Geller. 

Mr.  Geller.  Thank  you  very  much. 


Thursday,  March  30,  1995. 
UKRAINIAN  NATIONAL  ASSOCIATION 

WITNESS 

EUGENE  M.  IWANCIW,  DIRECTOR,  WASHINGTON  OFFICE,  UKRAINIAN 
NATIONAL  ASSOCIATION 

Mr.  Callahan.  Mr.  Iwanciw,  good  morning. 

Mr.  Iwanciw.  Good  morning,  sir. 

Mr.  Chairman,  thank  you  for  this  opportunity  to  testify  before 
this  subcommittee.  I  will  be  addressing  two  issues  today,  the 
amount  of  assistance  allocated  to  Ukraine  and  the  method  that  for- 
eign assistance  is  delivered  to  Ukraine  and  other  nations  in  central 
and  eastern  Europe.  The  full  testimony  has  been  submitted  al- 
ready. 

In  the  three  and  a  half  years  since  independence,  Ukraine  has 
followed  the  United  States'  advice  even  when  at  times  they  ques- 
tioned whether  that  advice  was  in  their  own  national  security. 
Within  months  of  independence,  Ukraine,  at  its  own  cost,  disman- 
tled and  shipped  to  Russia  all  its  tactical  nuclear  weapons,  has 
ratified  START  and  NPT  and  is  currently  ahead  of  schedule  on  the 
dismantlement  of  its  strategic  nuclear  weapons. 

Without  question,  Ukraine  is  the  most  stable  democracy  among 
the  new  independent  states.  Its  human  rights  record  is  second  to 
none  and  representatives  of  the  Organization  for  Security  and  Co- 
operation in  Europe  have  stated  that  Ukraine's  laws  on  national 
minorities  can  serve  as  a  model  for  even  western  European  nations. 
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Ukraine  has  now  undertaken  market  reforms  which  will  com- 
plete the  process  begun  over  three  years  ago  of  Ukraine's  integra- 
tion into  western  political  and  economic  systems. 

Unfortunately,  the  United  States  has  provided  only  minimal  as- 
sistance to  Ukraine  during  this  process.  According  to  the  State  De- 
partment's report  to  Congress  issued  just  two  months  ago,  Ukraine 
ranks  11th  of  the  12  NIS  countries  in  per  capita  U.S.  assistance. 
Russia  has  received  twice  the  assistance  of  Ukraine,  Tajikistan, 
two  and  a  half  times,  Turkmanistan  four  times.  Even  Azerbaijan 
has  receive  seven  percent  more  assistance  of  Ukraine.  Despite  the 
tragedy  of  Chernobyl  with  virtually  all  of  its  victims  in  Ukraine 
and  Belarus,  Ukraine  ranks  11th  among  NIS  countries  in  U.S.  hu- 
manitarian assistance. 

Of  the  $350  million  pledged  for  de-nuclearization,  $74  million 
which  was  pledged  three  years  ago,  Ukraine  has  received  only  $3.9 
million.  For  the  past  two  years.  Congress,  recognizing  the  impor- 
tance of  Ukraine  national  security  interests,  the  positive  develop- 
ments in  Ukraine  and  the  low  level  of  U.S.  assistance  has  at- 
tempted to  earmark  assistance  for  Ukraine.  Those  earmarks,  which 
you  supported,  Mr.  Chairman,  were  fought  by  the  administration. 
For  those  two  years,  the  administration  has  ignored  congressional 
intent  expressed  by  the  Appropriations  and  the  Foreign  Relations 
Committees  of  both  Houses  as  expressed  in  both  bill  and  report 
language. 

Mr.  Chairman,  we  strongly  urge  the  subcommittee  to  earmark 
$300  million  of  assistance  for  Ukraine  in  fiscal  year  1996,  not  to 
redress  the  shortcomings  of  our  past  assistance,  but  to  provide 
Ukraine  with  the  economic,  political  and  moral  support  to  solidify 
the  democratic  reforms  already  achieved  and  to  complete  the  free 
market  reforms  currently  underway. 

Let  me  briefly  touch  on  the  delivery  of  assistance  to  Ukraine  and 
other  central  and  east  European  countries. 

The  United  States  has  long  term,  strategic  national  security  in- 
terests throughout  central  and  eastern  Europe.  It  is  an  area  where 
we  fought  two  world  wars  and  a  50-year  cold  war.  The  trans- 
formation of  totalitarian  governments  to  democracies,  of  command 
economies  to  free  markets  will  not  take  years,  but  decades.  At  the 
same  time,  it  is  clear  that  the  United  States  Government  is  not 
prepared  to  make  the  long  term  financial  commitment,  similar  to 
the  one  we  have  made  to  the  Middle  East  peace  process  to  meet 
this  challenge. 

To  meet  these  long  term  interests  in  the  region,  it  is  vital  that 
the  assistance  programs  today  have  impact  over  the  long  run.  That 
goal  will  not  be  achieved  by  business  as  usual  at  the  U.S.  Agency 
for  International  Development  and  other  government  agencies.  We 
should  be  funding  organizations  which  have  demonstrated  a  long 
term  commitment  to  the  region.  That  is,  they  will  continue  their 
work  through  private  sector  funding. 

I  submit,  Mr.  Chairman,  that  for-profit  companies  or  private  vol- 
untary organizations  which  receive  98  to  99  percent  of  their  fund- 
ing from  U.S.  Government  sources  cannot  meet  this  long  term  com- 
mitment challenge.  There  are,  however,  organizations,  many  in  our 
various  ethnic  communities  which  have  demonstrated  through  pri- 
vate financing  a  long  term  commitment  to  the  countries  of  central 
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and  eastern  Europe.  They  were  promoting  democracy  and  free  mar- 
kets in  the  region  long  before  the  first  USAID  office  opened  and 
will  be  there  after  the  last  USAID  office  is  closed. 

These  organizations  which  lack  the  knowledge  of  the  Beltway 
bandits  and  the  byzantine  grant  and  contract  process  at  USAID 
have  been  effectively  excluded  from  assistance  for  their  largely  suc- 
cessful programs.  Mr.  Chairman,  if  we  are  requiring  individuals  re- 
ceiving welfare  in  this  country  to  work,  then  how  can  we  justify 
keeping  Beltway  bandits  on  the  foreign  assistance  welfare  rolls? 

With  my  full  testimony,  I  submitted  30  recommendations  devel- 
oped by  the  central  and  east  European  coalition  which,  if  imple- 
mented, would  improve  the  effectiveness  and  success  of  our  foreign 
assistance  program  and  demonstrate  our  shared  commitment  to 
maximizing  our  scarce  foreign  assistance  resources. 

Thank  you,  Mr.  Chairman  and  I  am  prepared  to  answer  any 
questions. 

[The  information  follows:] 


318 


STATEMENT  OF  EUGENE  M.  IWANCIW 

Director  of  the  Washington  Office 

Ukrainian  National  Association 

before  the 

Subcommittee  on  Foreign  Operations 

of  the  House  Committee  on  Appropriations 

March  30,  1995 


Mr.  Chairman,  thank  you  for  the  opportunity  to  testify  before  this  Subcommittee. 
I  will  be  addressing  two  issues:  the  amount  of  assistance  allocated  to  Ukraine  and  the 
method  that  foreign  assistance  is  delivered  to  Ukraine  and  other  nations  in  Central  and  East 
Europe. 

I.         Economic  Assistance  to  Ukraine 

For  the  past  three  years,  the  Ukrainian-American  community  has  questioned  the 
distribution  of  foreign  assistance  to  the  New  Independent  States  (NIS).  We  have  maintained 
that  there  has  not  been  a  fair  allocation  of  those  funds  to  Ukraine.  As  the  Subcommittee 
is  aware,  it  has  been  very  difficult  to  learn  exactly  how  much  of  the  funding  has  been 
allocated  to  any  specific  NIS  nation  due  to  the  Administration's  double  and,  at  time,  triple 
counting  of  commitments  they  have  made. 

While  we  maintained  that  Ukraine  was  not  receiving  the  assistance  it  deserved  based 
on  its  size,  population,  importance,  denuclearization  programs,  and  reforms,  even  we  were 
shocked  to  learn  just  how  little  assistance  Ukraine  has,  in  fact,  received.  That  information 
was  provided  to  the  Congress  in  the  Department  of  State  January  1995  report:  "U.S. 
Assistance  and  Related  Programs  for  the  New  Independent  States  of  the  Former  Soviet 
Union." 

That  report  reveals  that  of  the  $4.7  billion  of  assistance  already  expended  by  the 
United  States  for  the  NIS,  only  $392.1  million  was  for  Ukraine.  In  other  words,  while 
Ukraine's  population  comprises  18.19%  of  the  population  of  NIS  countries,  Ukraine  has 
received  just  8.3%  of  U.S.  assistance  during  fiscal  years  1992-5. 

POPULATION 


NIS  •  285,555,000 


Ukraine  -  51^40,000 

U.S.  ASSISTANCE 


NIS  -  $4.700.000,000 


Ukraine  •  $392,100,000 
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On  a  per  capita  basis  Ukraine  has  received  $7.55  while  the  NIS  average  is  $16.47. 
This  places  Ukraine  in  eleventh  place  among  the  twelve  NIS  nations  in  terms  of  per  capita 
assistance  by  the  United  States  (see  Chart  1  at  the  end  of  the  testimony). 

U.S.  PER  CAPITA  ASSISTANCE  AS  OF  12/31/94 


NIS  Average  -  $16.47 


Ukraine  -  $7J5 


When  asked  about  this  during  his  appearance  before  the  Senate  Subcommittee  on 
Foreign  Operations,  U.S.  Agency  for  International  Development  (USAID)  Assistant 
Administrator  Tom  Dine  responded  that  per  capita  is  not  an  accurate  way  to  measure 
assistance.  That  statement  is  surprising  since  the  U.S.  Government,  state  governments, 
international  organizations,  and  even  USAID  routinely  uses  per  capita  as  a  basis  for 
measuring  all  economic  activity.  At  that  same  hearing.  Ambassador  Tom  Simons  of  the 
Department  of  State  used  per  capita  assistance  data  in  his  testimony. 

The  Administration  then  defends  this  low  level  of  assistance  by  arguing  that  Ukraine 
has  pursued  a  slow  pace  of  reform.  This  argument  also  rings  hollow  for  two  reasons. 

First,  the  objective  of  U.S.  assistance  as  specified  in  the  Freedom  Support  Act  is  to 
promote  political  and  economic  reform.  The  Administration  has  only  focused  on  economic 
reform  to  the  detriment  of  the  establishment  of  truly  democratic  institutions  throughout  the 
NIS. 

In  the  past  three  years,  Ukraine  had  made  more  progress  in  democratic  reform  than 
any  other  nation  of  the  NIS.  Disagreements  between  the  Executive  and  Legislative  branches 
of  government  are  resolved  by  democratic  processes,  not  tanks.  The  Ukrainian  Goveriunent 
actively  protects  and  promotes  the  rights  of  minorities  rather  than  wages  war  against  them. 
CSCE  officials  have  stated  that  Ukraine's  minority  policy  can  serve  as  a  model  for  even 
Western  European  nations. 

Secondly,  while  we  would  strongly  disagree  with  the  policy,  we  would  at  least 
understand  it  if  the  Administration  provided  assistance  based  solely  on  economic  reforms. 
Yet  that  has  not  been  the  case.  Tajikistan  and  Turkmenistan,  for  example,  have 
implemented  no  political  or  economic  reforms  yet  have  received  two  and  a  half  and  four 
times,  respectively,  the  assistance  provided  Ukraine.  I  do  not  think  that  the  Administration 
would  want  to  argue  that  all  the  NIS  countries,  except  Uzbekistan,  have  enacted  more 
economic  reforms  than  Ukraine. 

The  last  refuge  for  the  Administration  has  been  to  state  that  much  of  the  assistance 
provided  by  the  United  States  to  many  of  the  NIS  countries  is  humanitarian  assistance  which 
is  not  based  on  political  or  economic  reforms.  That  justification  also  does  not  hold  water. 


91-146    0—95 U 
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The  world's  worst  nuclear  accident  occurred  at  Chernobyl  in  Ukraine.  Virtually  all 
the  victims  of  that  accident  are  in  Ukraine  and  Belarus.  Today,  nine  years  after  the  disaster, 
Ukraine  is  still  trying  to  cope  with  the  aftereffects  of  that  disaster  as  well  as  other 
environmental  and  medical  crises  inherited  from  the  Soviet  government.  These  crises  are 
straining  the  economic  and  medical  resources  of  Ukraine.  Yet,  according  to  the  State 
Department  report,  Ukraine  ranks  Uth  in  U.S.  humanitarian  assistance  and  Uth  in  U.S. 
food  assistance  of  all  the  NIS  countries. 

U.S.  PER  CAPITA  HUMANITARIAN  DELIVERIES  AS  OF  12/31/94 


NIS  Average  -  $4.06 


Ukraine  -  $2.04 


U.S.  PER  CAPITA  FOOD  ASSISTANCE  AS  OF  12/31/94 


NIS  Average  -  $8.11 


Ukraine  -  $1.79 


The  fact  is,  there  really  is  no  adequate  explanation  that  the  Administration  can 
provide  for  the  lack  of  support  it  has  given  Ukraine.  Despite  congressional  direction 
through  report  and  bill  language  for  the  past  two  years,  the  Administration  has  conducted 
what  can  only  be  classified  an  anti-Ukrainian  policy  and  it  is  time  for  Congress  to  mandate 
an  end  to  that  policy. 

Since  independence,  Ukraine  has  complied  with  every  obligation  placed  on  it  by  the 
United  States  or  the  international  community.  Ukraine  unilaterally  dismantled  all  tactical 
nuclear  weapons  at  its  own  expense  within  months  of  independence.  It  is  ahead  of  schedule 
in  the  dismantling  of  strategic  nuclear  weapons.  It  has  ratified  START  and  NPT.  For  these 
unprecedented  actions,  Ukraine  has  received  just  $3.9  million  of  the  $350  Million  of  Nuim- 
Lugar  assistance  promised,  $74  million  of  which  was  committed  three  years  ago. 

NUNN-LUGAR  FUNDING  FOR  UKRAINE  AS  OF  12/31/94 


Nunn-Lugar  funds  committed  to  Ukraine  -  $350  million 


Nunn-Lugar  funds  received  by  Ukraine  -  $3.9  million 


Under  President  Kuchma,  Ukraine  has  embarked  on  a  radical  economic  reform 
program  that  has  earned  the  political  and  economic  support  of  international  Hnancial 
institutions  and  members  of  the  G-7.  The  Administration's  support  has  been  lukewarm,  at 
best. 
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What  is  to  be  done?  Only  the  Congress  can  ensure  that  the  United  States  meets  its 
commitments  of  assistance  to  Ukraine.  Ukraine  deserves  and  needs  that  assistance  as  it 
locks  in  the  democratic  reforms  already  achieved  and  continues  implementing  economic 
reforms. 

Mr.  Chairman,  we  urge  the  Subcommittee  to  earmark  $300  million  of  assistance  for 
Ukraine  in  FY  1996.  The  history  of  the  past  two  years  have  demonstrated  that  the 
Administration  will  not  carry  out  the  will  of  Congress  except  when  it  is  enshrined  in  law. 
We  are  not  asking  that  the  funding  for  the  NIS  be  increased;  we  are  seeking  a  more 
equitable  distribution  of  that  funding.  Even  though  this  level  of  assistance  for  fiscal  year 
1996  will  fall  far  short  of  bringing  total  U.S.  assistance  to  Ukraine  to  a  fair  level,  it  will  go 
a  long  way  to  assist  Ukraine  with  its  program  to  establish  a  free  market  economy. 

The  next  eighteen  months  are  critical  for  Ukraine's  survival  as  an  independent, 
democratic  nation.  These  eighteen  months  are  also  critical  for  the  United  States.  Foreign 
policy  experts  from  Zbigniew  Brzezinski  to  Henry  Kissinger  have  argued  that  the 
independence  of  Ukraine  is  critical  to  peace  and  stability  throughout  Central  and  East 
Europe.  It  is  in  the  United  States  national  interest  that  Ukraine  survive  as  an  independent 
nation  and  succeed  in  the  establishment  of  a  democratic  and  free  market  nation. 


II.        Delivery  of  Assistance  to  Ukraine  and  other  Central  and  East  European  Nations 

For  years  we  have  heard  horror  stories  about  the  delivery  of  U.S.  foreign  assistance, 
especially  by  USAID.  I  will  not  recount  these  stories  today.  However,  the  Ukrainian 
National  Association  shares  the  concern  of  the  Chairman  that  our  foreign  assistance  dollars 
are  not  being  spent  effectively  and  efficiently. 

It  is  for  these  reasons  that  the  UNA  has  worked  with  the  Central  and  East  European 
Coalition  to  develop  30  recommendations  to  substantially  increase  the  efficiency  and 
effectiveness  of  our  foreign  assistance. 

The  focus  of  these  reforms  is  on  requiring  that  before  being  awarded  a  grant, 
organizations  demonstrate  a  knowledge  of  the  target  country,  a  history  of  support  for 
democracy,  and  a  long-term  commitment  to  the  target  country.  Currently,  we  are  paying 
both  financially  and  diplomatically  for  organizations  to  have  on-the-job  training.  The  result 
is  wasted  resources  and  adverse  reaction  from  the  country  we  are  seeking  to  help. 

We  all  know  that  the  task  of  establishing  democratic  and  free  market  institutions  in 
Ukraine  and  throughout  Central  and  East  Europe  will  take  many  years,  longer  than  the 
United  States  is  prepared  to  fund.  For  that  reason,  we  should  be  using  our  assistance  as 
seed  money  to  organizations  with  a  long-term  commitment  to  the  region  and  which  will 
continue  the  programs  with  private  sector  funds.  Instead,  we  are  funding  organizations  that 
will  stay  in  Ukraine  or  Central  and  East  Europe  only  as  long  as  there  are  U.S.  goverimient 
funds  available.  They  will  be  gone  long  before  the  job  is  complete. 
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We  can  no  longer  afford  to  provide  a  welfare  program  for  organizations  which  do  not 
and  cannot  raise  funds  in  the  private  sector  and  who  do  not  have  a  long-term  commitment 
to  the  target  country,  especially  when  there  are  organizations  who  have  demonstrated  this 
ability  and  commitment.  These  organizations  have  not  been  able  to  effectively  compete  for 
USAID  funds  because  their  resources  are  invested  in  the  expertise  of  helping  people  and 
not  in  the  expertise  of  winning  government  grants.  These  organizations,  many  of  which  are 
in  our  ethnic  communities,  have  demonstrated  the  support  they  enjoy  in  both  the  United 
States  and  the  countries  of  Central  and  East  Europe  by  the  private  sector  financial  support 
they  receive.  These  organizations  were  working  in  the  countries  of  Central  and  East  Europe 
long  before  the  first  USAID  office  opened  in  the  region  and  will  still  be  working  in  these 
countries  long  after  the  last  USAID  office  is  closed. 

The  Ukrainian  National  Association  agrees  with  the  Central  and  East  European 
Coalition  that  U.S.  funds  would  be  better  spent  by  providing  assistance  to  those 
organizations  and  programs  which  already  have  private  sector  support  than  to  continuing  to 
keep  existing  Private  Voluntary  Organizations  (PVOs),  which  rely  solely  on  U.S. 
Government  funds,  on  the  welfare  roll.  If  we  are  requiring  individuals  receiving  welfare  in 
this  country  to  work,  then  how  can  we  justify  keeping  huge  organizations  on  the  foreign 
assistance  welfare  rolls. 

Mr.  Chairman,  I  am  including  the  thirty  recommendations  of  the  CEEC  with  my 
testimony  and  urge  the  Subcommittee  to  review  them.  The  implementation  of  these 
recommendations  will  improve  the  effectiveness  of  our  foreign  assistance  program  and 
demonstrate  our  shared  commitment  to  maximize  our  scarce  foreign  assistance  resources. 
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CHART  1 

MAJOR  NIS  ASSISTANCE  PROGRAMS  EXPENDITURES* 

AS  OF  DECEMBER  31,  1994^ 


COUT^TUES 

amount' 

%  OF  TOTAL 
ASSISTANCE 

PER 
CAPITA* 

RANK 

%  OF  ASSISTANCE 
TO  UKRAINE 

NIS-Wide* 

89.1 

1.89 

.31 

Russia 

2278.0 

48.44 

15.23 

8 

201.7 

Armenia 

444.7 

9.46 

130.18 

1 

1,724.2 

Azerbaijan 

60.3 

1.28 

8.09 

10 

107.2 

Georgia 

367.1 

7.81 

65.89 

2 

872.7 

Kazakhstan 

1843 

3.92 

10.78 

9 

142.8 

Kyrgyzstan 

202.7 

4.31 

44.37 

3 

587.7 

Tajikistan 

103.2 

2.19 

18.17 

7 

240.7 

Turkmenistan 

115J 

2.46 

30.09 

5 

398J 

Uzbekistan 

43.6 

0.93 

2.02 

12 

26.8 

Belarus 

268.0 

5.70 

25.83 

6 

342.1 

Moldova 

154.9 

3.29 

34.74 

4 

460.1 

Ukraine 

392.1 

8.34 

7.55 

11 

100.0 

NIS  TOTAL/ Average 

4702.9 

100.00 

16.47 

218.1 

Includes  Nunn-Lugar  funds. 

"U.S.  Assistance  and  Related  Programs  for  the  New  Independent  States  of  the  Former  Soviet  Union, 

1994  Annual  Report,"  U.S.  Department  of  State,  January  1995. 

In  millions  of  U.S.  dollars. 

In  U.S.  doUars. 

Assistance  not  allocated  to  any  specific  country  but  to  the  NIS  in  general. 
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RECOMMENDATIONS   FOR   REFORM  OF 
USAID/USIA  PROGRAMS   IN  CEE  AND   NIS   NATIONS 


The  Central  and  East  European  Coalition  is  pleased  to  submit  the  following  set  of 
recommendations  to  improve  the  efficacy  of  programs  funded  by  the  United  States  and 
administered  by  USAID  or  USIA  to  the  nations  of  Central  and  East  Europe  (CEE)  and  the 
New  Independent  States  (NIS): 


1.  Region  Wide  Contracts:  USAID  and  other  goverrunent  agencies  grant  many 
contracts  on  a  region  wide  basis,  i.e.  throughout  the  entire  Central  and  East  European 
(CEE)  region  served  by  the  SEED  program  or  the  entire  Newly  Independent  States  (NIS) 
served  by  the  FSA  program.  This  process  eliminates  region  specific  organizations  (RSOs), 
those  American  non-govenunental  organizations  such  as  the  Polish  American  Congress, 
Ulcrainian  National  Association,  U.S.-Baltic  Foundation,  etc.,  whose  scope  of  work  is  limited 
to  one  country  or  specific  groups  of  countries  in  CEE/NIS.  Also,  region-wide  grants  often 
fail  to  address  the  specific  needs  of  countries  such  as  their  political,  economic,  and  cultural 
circumstances,  their  stage  of  pohtical  and/or  economic  development,  and  their  nation's 
priorities.  The  result  is  a  "one-size-fits-all"  program  for  as  many  as  twelve  nations  or 
administered  through  a  series  of  contracts  and  subcontracts  which  multiply  overhead 
expenses  and  add  layers  of  bureaucracy  to  the  program. 

Recommendations: 

•  Grants  should  be  awarded  for  country  specific  programs  or,  in  cases  of 
groupings  of  small  countries,  for  programs  for  limited  regions,  i.e.  Baltic 
States,  former  Yugoslavia. 

•  Program  awards  for  countries  should  be  competed  on  a  country-by-coimtry 
basis  and  not  by  region. 

•  Any  govenmient  agency  which  issues  a  RFP  for  a  region-wide  program  in  the 
CEE  or  NIS  must  provide  justification  based  on  the  merits  of  a  region-wide 
program  and  not  related  to  administrative  convenience. 


Grant  Competition:  Many  contracts  in  the  CEE/NIS  are  being  awarded  without  a 
competitive  process.  This  process  prevent  RSOs  from  competing  for  many  of  the 
grants. 

Recommendations: 

•  Begiiming  in  FY96,  all  U.S.  assistance  programs  for  CEE/NIS,  with  the 

exception  of  emergency  humanitarian  assistance,  must  be  open  to  competition 
through  RFPs  and  RFAs.  Any  non-competitive  awards  can  only  be  awarded 
in  consultation  with  the  Senate  and  House  appropriations  committees. 
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No  grants  awarded  in  previous  years  should  be  extended  through  amendments 
and/or  extensions  if  additional  government  funding  is  involved. 

The  USAID  office  for  PVO's  shall  publish  and  disseminate  a  weekly  list  of 
RFP/RFAs  issued  by  USAID  and  all  other  U.S.  assistance  agencies  to  any 
registered  PVO  which  requests  to  be  put  on  a  special  mailing  list  designed  for 
this  purpose. 


Long  Term  Commitment/Private  Sector  Support:  U.S.  national  interest  demands 
that  the  U.S.  establish  long-term  relations  with  the  newly  emerging  democracies  of 
CEE/NIS.  The  democratic  and  free  market  reform  progress  will  take  many  decades, 
especially  in  the  NIS  and  Baltic  Nations.  Thus,  contractors  managing  U.S.  assistance 
grants  must  have  long-term  commitments  to  these  nations,  including  a  strategy  for 
continuing  their  work  after  U.S.  government  funding  has  ended.  Types  of  alternative 
funding  might  include  grants  from  private  and  corporate  foundations,  corporate 
funding,  establishment  of  endowments,  or  a  membership  base  providing  private 
sector  funding. 

Recommendations: 

•  Beginning  in  FY96,  all  RFPs/RFAs  for  U.S.  assistance  programs  must  include 
questions  inquiring  as  to  the  long-term  commitment  of  the  applicant 
institutions  in  supporting  development  programs  in  the  countries  for  which  the 
grant  is  to  be  awarded,  as  well  as  a  brief  description  of  sources  of  non- 
governmental funding  for  the  project  in  the  out  years. 

•  For  NGOs/PVOs  which  can  offer  immediate  assistance  but  whose  mission 
does  not  include  a  long-term  commitment  to  CEE/NIS,  programs  should  be 
designed  to  gradually  transfer  the  functions  during  the  period  of  US 
Govenmient  funding,  to  such  organizations  and  institutions  which  have  both 
a  long-term  commitment  and  a  private  funding  strategy. 

•  Applicants  for  development  programs  be  required  to  identify  local  groups  or 
organizations  that  the  U.S.  based  PVO  will  partner  or  work  with.  The 
proposals  should  require  seed  money  for  and  training  of  indigenous 
NGOs/PVOs  to  assume  the  responsibility  for  the  program  over  time. 

•  USAID  require  that  not  less  than  25%  of  the  total  budget  of  any  PVO  be 
from  private  financial  contributions. 


Requirement  for  Local  Contributions:  Currently  U.S.  and  other  western  assistance 
programs  do  not  always  require  the  recipient  nation  or  local  program  beneficiaries 
to  contribute  either  financially  or  in-kind  to  the  success  of  the  project.  Thus 
programs  are  too  often  handed  to  the  recipients  on  "a  silver  platter,"  to  the  extent 
that  some  of  the  beneficiaries  actually  earn  a  substantial  income  from  the  program. 
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Such  benefits  include  overly  generous  travel  expenses  and  per-diem.  Also  U.S. 
contractors  are  paying  very  high  rates  for  office  space  and  lodging  in  CEE/NIS, 
which  eat  up  a  huge  portion  of  the  grant.  Finally,  some  U.S.  contractors  are  paying 
exorbitant  wages  and  fees  for  local  consultants  and  staff,  many  times  higher  than  the 
prevailing  local  salaries  for  persons  of  specified  skills,  which  causes  tremendous 
"wage  inflation"  and  makes  it  increasingly  difficult  for  small  NGO's  working  in  the 
region  to  be  competitive  in  hiring  qualified  local  staff. 

Recommendations: 

•  Each  RFP/RFA  should  require  that  the  grantees  identify  local  (host 
goverrunent  or  organization)  financial  or  in-kind  contributions  in  support  of 
the  specific  project  (office  space,  vehicles,  housing,  local  support  staff,  etc.). 
Humanitarian  or  emergency  programs  may  be  exempted  from  this 
requirement. 

•  U.S.  Government  agencies  should  require  that  salaries  and  fees  paid  for  local 
staff  and  consultants  be  in  line  with  prevailing  local  salaries  based  on  the 
salaries  paid  by  the  U.S.  Embassy  for  comparable  work. 


Public  Disclosure  of  Contractors  and  Projects:  Unlike  the  National  Endowment  for 
Democracy  (NED)  and  private  foundations,  USAID  has  not  provided  public  reports 
on  their  grants,  i.e.  which  contractors  have  received  funding,  the  level  of  funding  for 
specific  contracts,  how  the  contract  was  awarded  (through  a  competitive  bid  or  a 
closed  process),  or  project  design  and  accomplishments. 

Recommendation: 

•  USAID,  USIA,  and  other  grant  issuing  agencies  should  publish  a  quarterly 
reports  of  grants  awarded  by  country,  succinctly  detailing  the  recipient, 
amount,  and  purpose/goal  of  each  grant.  USAID  should  also  keep  a  file  of 
brief  (2-3  page)  executive  summaries,  available  by  request  from  the  public,  of 
specific  project  designs,  purposes,  goals,  and  timetables.  Each  report  should 
provide  a  summary  of  the  "per  unit  cost"  (including  ^1  costs,  both  overhead 
and  direct  program)  of  the  program  (e.g.  for  exchange,  U.S.  volunteer,  and 
internship  programs,  the  total  cost  per  participant  of  the  program;  for 
technical  assistance  and  consulting,  the  hourly  or  daily  rate). 

•  All  federally  funded  concept  papers  and  proposals  must  be  classified  public 
information  and,  upon  request,  access  should  be  granted  to  them. 


$60,000  USIA  Probationaiy  Cap:  The  USIA  has  placed  a  $60,000  probationary  cap 
on  grants  to  organizations  with  less  than  a  four  year  track  record  in  managing 
international  exchange  programs.  This  arbitrary  cap  discriminates  against 
professional,  effective  organizations  (many  of  which  were  providing  support  for  the 
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development  of  democratic  and  free  market  institutions  in  CEE/NIS  nations  even 
before  the  democratic  revolutions  in  1991)  which  are  competent,  qualified,  and  have 
long-term  commitments  to  support  reforms  in  this  region.  The  current  process  favors 
large  generic,  traditional  recipients  who  manage  programs  world-wide. 

Recommendation: 

•  USIA  should  immediately  modify  its  $60,000  probationary  cap  and  establish 
more  flexible  guidelines  for  weeding  out  unqualified  applicants  and  should 
include  competence  and  uniqueness  as  criteria.  Changes  in  the  policy  should 
include: 

1.  lifting  of  the  probation  for  NGO/PVO's  which  are  registered  with 
USAID; 

2.  lifting  of  the  probation  for  organizations  which  have  successfully 
managed  USIA  or  USAID  grants;  and 

3.  reducing  the  probationary  period  from  4  years  to  1  year. 

•  In  defining  a  track  record  in  managing  international  exchange  programs, 
USIA  should  include  the  self-financed  work  of  organizations,  not  just  U.S. 
government  financed  programs. 


Operating  Grants  to  Strengthen  Overseas  Operations  of  PVO's:  Until  recently, 
USAID's  PVO  office  had  annual  competitions  for  U.S.  PVO/NGO's  working 
overseas  for  grants  to  strengthen  their  overseas  operations  (approximately  $1,000,000 
for  ten  grants). 

Recommendation: 

•  USAID  should  bring  back  this  program  and  open  the  competition  to 
PVOs/NGOs  who  have  a  long-term  commitment  to  development  in  CEE/NIS 
nations. 

•  USAID  should  re-establish  its  program  to  provide  seed  money  for  field  offices 
to  organizations  which  have  been  or  are  being  established  to  support  long- 
term  privately  funded  programs. 


Country  or  Region  Specific  Knowledge:  Most  of  the  organizations  being  awarded 
grants  for  work  in  Central  and  Eastern  Europe  have  little  or  no  experience  in  the 
region  and  often  little  or  no  knowledge  of  the  political,  economic,  social,  and  cultural 
conditions  in  the  target  countries.  They  also  often  lack  people  with  the  linguistic 
ability  for  the  specific  countries.  This  has  often  led  to  the  development  of  programs 
which  are,  at  best,  inappropriate  or,  at  worst,  counterproductive  to  the  interests  of 
the  United  States. 

Recommendations: 
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USAID,  USIA,  and  other  grant  issuing  agencies  should  require,  (except  for 
emergency  or  humanitarian  aid  projects)  as  part  of  the  application  process, 
a  demonstration  by  the  applicant  of  a  detailed  knowledge  of  the  target  nation. 

USAID,  USIA,  and  other  grant  issuing  agencies  should  encourage 
organizations  applying  for  grants  in  Central  and  Eastern  Europe  to  team  up 
with  RSOs  which  have  experience  working  within  the  target  nation. 


History  of  Support  for  Democracy:  In  some  case,  organizations  which  worked  closely 
with  the  Soviet  govenmient  during  the  period  of  the  Soviet  Union  are  being  awarded 
grants  to  promote  democracy  and  the  development  of  NGOs  in  the  CEE/NIS.  This 
has  caused  a  reaction  among  some  elected  officials,  particularly  former  dissidents,  in 
the  target  countries  since  the  organizations  now  receiving  U.S.  Govenunent  grants 
were  the  same  organizations  lending  legitimacy  to  the  former  regime. 

Recommendation: 

•  USAID,  USIA,  and  other  grant  issuing  agencies  should  require,  as  part  of  the 

application  process,  a  chronology  of  all  contacts  with  any  CEE/NIS 
governmental  and/or  nongovernmental  entities  and  a  brief  outline  of  its 
history  of  promoting  democracy  within  CEE/NIS  during  the  past  ten  years. 


10.  RSO  Outreach:  RSOs  are  engaged  in  a  range  of  projects  to  strengthen  U.S.  relations 
with  the  countries  in  the  CEE/NIS  such  as:  providing  humanitarian  assistance; 
supporting  democratic,  free  markets,  and  pluralistic  reforms;  supporting  human 
rights;  and  promoting  policies  and  programs  to  foster  regional  cooperation  and 
peaceful  resolution  of  conflicts.  RSO's  have  mobilized  millions  of  dollars  of  private 
resources  and  will  continue  to  do  so  long  after  U.S.  Government  funding  is 
completed  due  to  their  long-term  commitment  to  the  countries  of  this  region.  It  is 
in  the  long-term  interests  of  the  U.S.  Government  to  strengthen  the  abilities  of  RSOs 
in  the  delivery  of  assistance. 

Recommendation: 

•  USAID,  USIA,  and  other  grant  issuing  agencies  should  be  required  to  initiate 
outreach  programs  to  RSOs  working  in  the  CEE/NIS  and  provide  them 
assistance  with  the  application  process. 

•  USAID  should  be  required  to  establish  an  ombudsman  whose  mission  will  be 
to  work  with  RSOs  and  other  organizations  with  a  long-term  commitment  to 
CEE/NIS  nations. 


11.       Ethics  and  Conflict  of  Interest:  There  have  been  reports  suggesting  a  high  degree 
of  socializing  between  USAID  program  and  contract  officers  and  USAID  contractors 
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and  grantees  in  Eastern  Europe.  Examples  include  excessive  and  lavish  meals, 
theater  and  opera  tickets,  organizing  of  "retreats"  and  "seminars"  in  resorts,  and 
extensive  trans-Atlantic  and  intra-European  trips.  These  activities  may  violate 
conflict-of-interest  or  other  ethics  regulations. 

Recommendation: 

•  USAID's  ethnics  office  should  initiate  an  aggressive,  pro-active  program  to 

educate  and  train  USAID  staff  on  correct  ethics  procedures  to  avoid  conflict 
of  interests  violations  in  their  dealings  with  contractors  and  grantees. 


12.  Program  Design:  USAID  routinely  recruits  consultants,  in  a  non-competitive 
manner,  for  program  designs.  It  is  not  known  on  what  basis  these  consultants  are 
chosen  or  the  degree  of  CEE/NIS  experience  these  consultants  possess.  It  is  also  not 
know  whether  the  consultants  used  in  the  design  process  are  allowed  to  compete  for 
the  programs  which  are  designed  through  their  work. 

Recommendations: 

•  USAID  should  establish  a  formal,  public  procedure  for  the  recruitment  of 
consultants  for  the  design  of  programs  for  CEE/NIS  nations  and  a  statement 
as  to  whether  those  involved  in  the  designing  of  the  program  will  be  allowed 
to  compete  for  the  grant.  USAID's  Ethics  Office  should  review  these 
procedure. 

•  USAID  should  conduct  a  pro-active  campaign  to  involve  RSOs  with  extensive 
experience  in  the  target  nations  in  the  program  design  stage. 


13.  USAID-funded  Products:  Currently,  any  programs  or  products  developed  by  USAID- 
funded  programs  become  the  proprietary  product  of  the  grantee.  This  results  in  a 
great  degree  of  waste  since  similar  programs  or  products  are  being  redeveloped  by 
different  grantees  rather  than  building  on  the  knowledge  and/or  success  already 
achieved. 

Recommendation: 

•  USAID,  USIA,  and  other  grant  issuing  agencies  should  provide  in  any 

contracts  for  CEE/NIS  nations  that  the  programs  and  products  developed  as 
a  result  of  the  grant  become  the  proprietary  product  of  the  U.S.  Government 
and  can  be  shared,  at  the  discretion  of  the  appropriate  government  agency, 
with  other  government  grantees. 


14.       Streamlining:    Currently,  RFPs  and  contracts  issued  by  USAID,  USIA,  and  other 
grant  issuing  agencies  involve  complicated  procedures  and  extensive  paperwork.  This 
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prevents  smaller,  competent  organizations  which  maintain  a  low-overhead  from 
competing  for  the  grants.  It  virtually  requires  that  organizations  maintain  large  staffs 
which  is  ultimately  funded  by  the  grants. 

Recommendation: 

•  USAID,  USIA,  and  other  grant  issuing  agencies  should  review  their 
procedures  for  the  issuance  of  RFPs  and  contracts  in  an  effort  to  simplify  and 
streamline  the  procedures  and  paperwork. 

•  USAID,  USIA,  and  other  grant  issuing  agencies  should  initiate  a  program  to 
assist  RSOs  specializing  in  CEE/NIS  nations  including  the  convening  of 
workshops  on  a  periodic  basis. 


15.  Language:  As  part  of  its  russification  effort,  the  Soviet  Union  imposed  the  Russian 
language  on  the  nations  of  Central  and  Eastern  Europe,  particularly  on  the  former 
republics  of  the  Soviet  Union.  Upon  independence,  many  of  these  nations  enacted 
laws  establishing  their  native  languages  as  state  languages.  While  the  U.S. 
Government  conducts  relations  with  these  nations  in  their  native  languages,  even  in 
the  absence  of  these  laws,  USAID  and  USIA  grantees  often  conduct  programs  solely 
or  predominately  in  Russian.  The  U.S.  is  thus  often  perceived  as  a  continuing  the 
Soviet  policy  of  russification. 

Recommendation: 

•  USAID,  USIA,  and  other  grant  issuing  agencies  require,  as  part  of  their 

contracts  with  grantees,  that  programs  within  a  given  country  be  conducted  in 
the  state  language  of  that  nation  or,  in  the  absence  of  a  law  stipulating  the 
state  language,  the  language  used  predominately  in  United  States  diplomatic 
relations  with  that  nation. 
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Mr.  Callahan.  Thank  you,  sir.  I  would  be  glad  to  submit  your 
entire  statement  for  the  record. 

Mr.  IWANCIW.  Thank  you. 

Mr.  Callahan.  I  am  going  to  have  to  turn  it  over  for  a  few  min- 
utes to  my  colleague,  Mr.  Knollenberg.  I  have  a  meeting  just  next 
door  in  H-150.  So,  I  will  be  back,  if  you  would  chair  for  me,  sir. 

Mr.  Knollenberg  [presiding].  Yes. 

We  will  pick  up  from  this  point.  The  hour  glass  is  being  turned. 
So,  we  will  try  to  adhere  as  closely  as  possible  with  this  five- 
minute  monster. 


Thursday,  March  30,  1995. 
USAID  FOOD  SYSTEMS  RESTRUCTURING  PROGRAM 

WITNESS 

VLADIMIR  GRIBOVSKY,  PRESIDENT,  VENTURES  EAST,  INC.  AND  DI- 
RECTOR, VENTURES  EAST  FOOD  PROCESSING  CENTER,  MOSCOW, 
RUSSLV 

Mr.  Knollenberg.  We  will  start  then  with  Mr.  Vladimir 
Gribovsky. 

Mr.  Gribovsky.  I  appreciate  the  opportunity.  I  am  the  President 
of  Ventures  East,  Incorporated  and  a  Director  of  the  Ventures  East 
Food  Processing  Center  in  Moscow. 

Ventures  East  is  working  with  the  USAID  Food  Systems  Re- 
structuring Program,  which  is  managed  by  Citizens'  Network  for 
Foreign  Affairs,  CNFA.  FSRP  projects  are  all  examples  of  U.S. 
know-how.  The  words  know-how  are  now  part  of  the  Russian  vo- 
cabulary and  it  translates  literally — it  is  not  translated.  It  is  know- 
how.  Russians  consider  actual  operations  as  know-how  and  not  con- 
sultants. I  think  that  is  a  very  important  part  of  what  the  FSRP 
offers. 

USAID  funding  is  helping  jump  start  our  training  facility.  Over- 
all, this  will  improve  our  operations  as  a  company,  but  it  is  not  a 
subsidy.  Our  training  concept  is  on  the  job  training.  It  is  not  just 
classroom.  Therefore,  our  viewpoint  is  that,  USAID  is  actually 
leveraging  from  us.  Ventures  East  and  we  are  not  being  subsidized 
by  USAID  with  the  grant  that  we  got  from  our  project.  For  USAID 
to  create  the  same  on  the  job  training  program,  they  would  have 
to  build  the  meat  plant,  the  dairy  processing  center,  the  warehouse, 
et  cetera.  Instead  of  spending  $1.2  million,  they  would  be  spending 
$10  million  to  achieve  the  same  purpose. 

Our  project  will  create  150  jobs  in  the  meat,  dairy  and  food  dis- 
tribution center  and  train  more  that  2400  students,  students  that 
we  hope  will  go  back  to  their  areas  within  Russia  and  the  Ukraine 
and  throughout  the  former  Soviet  Union  and  replicate  our  project. 
Then  this  replication,  since  they  have  been  exposed  to  U.S.  equip- 
ment, will  be  buying  additional  U.S.  equipment. 

Our  project  is  also  contributing  to  the  dismantling  of  the  old 
state  monopoly.  It  is  doing  this  by  being  the  working  example  of 
what  can  be  done.  There  are  no  working  examples  from  consult- 
ants. I  have  seen  some  of  the  consulting  work  done  and  I  know 
that  I  had  some  assistance  in  the  past  from  one  of  the  first  sec- 
retaries at  the  Russian  Embassy  in  Washington  when  we  had  some 


332 

issues  with  their  grant  last  year.  He  accompanied  me  to  some 
meetings  with  the  State  Department  and  elsewhere. 

At  one  of  the  meetings,  he  finally  spoke  up  and  he  said,  you 
know,  I  have  three  degrees.  What  can  you  tell  me  about  what  is 
wrong  in  our  country  that  I  do  not  already  know?  We  know  what 
is  wrong  in  our  country.  What  we  want  is  partners  to  help  us  fix 
what  is  wrong  and  not  more  consultants  to  tell  us  what  is  wrong. 

Our  project  will  provide  a  platform  for  private  Russian  farm  or- 
ganizations. Hopefully,  it  will  be  a  vehicle  for  coordination  between 
state  farm  bureaus  and  the  US  AID  Farmer  to  Farmer  program. 
Those  are  just  some  of  the — that  is  a  side  benefit  to  the  overall. 

I  would  like  to  say  that,  from  a  businessman's  point  of  view — and 
I  have  operated  within  the  former  Soviet  Union  now  for  eight 
years.  I  have  seen  many  programs  come  and  go.  It  is  my  opinion 
that  the  FSRP  should  be  a  model  for  all  foreign  aid.  It  provides  a 
vehicle  for  cooperation  between  commercial  and  government  sectors 
and  it  leverages  the  taxpayers'  dollars.  The  program  guidelines  re- 
quire pre-approval  of  expenditures  and  a  business  plan.  A  followup 
audit  provides  accountability  of  expenditures. 

Consultant  studies  have  no  measurable  results,  no  business 
plans,  no  followup  audit. 

In  the  above  three  areas,  just  talking  about  those  three  areas, 
the  guarantee  to  the  taxpayer  that  we  will  make  the  project  a  suc- 
cess is  our  own  $8.6  million  of  that  risk  investment.  Your  $1.2  mil- 
lion for  USAID's  budget  is  welcome.  It  is  helpful.  It  is  contributing 
to  the  overall  success,  but  it  is  the  $8.6  million  that  we  have  allo- 
cated that  is  going  to  make  sure  that  the  $1.2  million  gets  spent 
like  it  is  supposed  to. 

The  FSRP  gives  a  type  of  support  that  other  governments  have 
been  giving  their  commercial  businesses  for  years.  I  have  been  ex- 
posed to  a  lot  of  those  things  over  time.  I  believe  that  this  is  a  way 
that  U.S.  businesses  can  be  helped  directly  and  also  help  the  tax- 
payer. The  FSRP  under  CNFA  has  shown  concrete  results  since  its 
inception,  unlike  efforts  of  other  programs  that  are  spending  more 
on  administration  than  getting  results  and  there  are  some  bad  ones 
there.  It  has  the  support  of  the  Russian  Government,  as  I  have 
said,  because  it  is  an  active  partner  with  the  recipient  in  real 
projects. 

Mr.  Knollenberg.  Let  me  just  interrupt  one  moment.  Are  you 
concluding  with  these  comments? 

Mr.  Gribovsky.  Yes,  yes,  I  certainly  am. 

Mr.  Knollenberg.  Your  time  is  on  the  wane. 

Mr.  Gribovsky.  Yes,  I  see  that. 

Consultants'  cheap  talk  is  an  oxymoron.  The  FSRP  should  be  the 
number  one  short  term  priority  in  my  opinion,  not  oil  and  gas  for 
Russia.  It  is  an  investment  in  our  future  peace.  Hopefully,  we  have 
learned  some  things  from  history.  The  American  and  French  Revo- 
lutions may  truly  have  been  caused  by  expensive  tea  and  no  bread. 

I  thank  you. 

[The  information  follows:] 
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VLADIMIR  GRIBOVSKY 

Vladimir  Gribovsky  is  president  of  Ventures  East,  Inc.  and  is  the    director  of  the  Ventures 
East  Food  Processing  Center  near  Moscow,  Russia.    Gribovsky  has  a  food  processing  and 
sales  background  in  the  West,  and  has  worked  in  the  NIS  agricultural  sector   through  joint 
stock  ventures  and  contracted  product  representation. 

Gribovsky  was    a  sales  and  marketing  manager  with  a  number  of  Fortune  500  food  processing 
and  food  service  companies.    He  built  sales  and  marketing  programs    for  Pillsbury,   Holly 
Farms,  Central  Soya,  Green  Giant,  International  Multifoods,  DPM  Meat  Company,  and  Iowa 
Pork  Industries.    Gribovsky  founded  VG  Enterprises,  Inc.,  a  consulting  company,  whose  first 
two  clients  were  DPM,  and  Iowa  Pork  Industries,  his  last  employers. 

Gribovsky  began  in  the  NIS  by  offering  free  consulting  to  Soviet  food  processing  and 
agricultural  areas.    He  saw  the  need  and  opportunity  for  investment  in  joint  ventures,  for  VG, 
Inc.,  and  for  other  U.S.  companies.    He  has  been  the  main  negotiator  for  many  U.S. 
companies,  seeking  to  do  business  in  Russia. 

In  1989,  Gribovsky  put  together  a  consortium  of  small  American  equipment  manufacturers 
and  began  selling  meat,  milk,  cheese,  and  vegetable  processing  equipment,  including 
"turnkey"  plant  operations.    All  of  the  operations  fit  the  Russian  infrastructure,  which  is 
poorly    developed  in  storage  and  distribution.    In  many  cases,  equipment  and  plants  had  to  be 
modified  to  accommodate  the  infrastructure. 

Currently,  Gribovsky  has  associations  with  York  Manufacturing,    AGP  Grain,  Ltd., 
International  Multifoods,    Behlen  Manufacturing,    Bou-Matic  (a  division  of  DEC,  Inc.),    Biro 
Manufacturing,  and  Rykoff-Sexton  Corporation    (food  service  industry). 

On  the  Russian  side,  Gribovsky  has  contract  relationships  and/or  joint  ventures  with  DOM, 
Ltd.  (a  corporation  comprised  of  former  personnel  from  the  Gosagroprom  and  Goscommittee 
of  the  Council  of  Ministers  on  Food  Purchase  and  Agriculture)  under  the  name  of  ROSAM; 
AKKOR    (the  Russian  private  farmers  association);    SANTA  Inc.,  (Chemistry  lab  and 
production  facility  specializing  in  polymers);    and  the  Inter-state  Ice  Hockey  League, 
providing  business  management  to  the  member  clubs'  commercial  activities. 

During  the  last  three  years,  sales  of  equipment  and  investments  in  "turnkey"  operations  have 
been  over  $4.5  million,  which  in  turn  have  leveraged,  through  direct  and  indirect  linkages, 
over  $25  million  in  further  investment  in  agribusiness. 

Gribovsky,  with  RW  Meats,  Ltd.,  through  Ventures  East,    will  make  private  investments  of 
$10.6  million  in  the  meat,  dairy,  and  vegetable  project  in  Russia  over  the  next  four  years. 
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Mr.  Chairman,  and  members  of  the  Subcommittee  on  Foreign  Operations,  Export  Financing, 
and  Related  Programs,  my  name  is  Vladimir  Gribovsky.    I  am  President  of  Ventures  East, 
Inc.,  and  director  of  the  Ventures  East  Food  Processing  Center  in  Moscow. 

Ventures  East  is  working  with  the  USAID  Food  Systems  Restructuring  Program  (FSRP), 
managed  by  The  Citizens  Network  for  Foreign  Affairs  (CNFA).    The  USAID    Food  System 
Restructuring  Program  works  with  U.S.  companies  for  replicable  projects  that  will  improve 
food  supply  at  low  cost  for  the  people  of  the  recipient  country. 

There  are  fourteen  FSRP  projects  (nine  in  Russia,  and  five  in  Ukraine),   managed  by  CNFA. 
These  projects  are  leveraging  more  than  $150  million  at  risk  investment  and  resources  from 
U.S.  agribusinesses,  and  about  $30  million  from  USAID.     The  $180  million  investment  is 
helping  to  build  market-based  food  systems  in  the  NIS. 


I.     DESCRIPTION  OF  VENTURES  EAST  FOOD  PROCESSING  CENTER 

The  Ventures  East  Food  Processing  Center  is  based  on  a  private  sector  partnership  between 
Ventures  East,  and  ROSAM,  Ltd.,  a  Russian  firm  based  in  Moscow.    An  additional 
participant,  Schapova  Agricultural,    is  not  an  equity  shareholder,  but  leases  land  and  facilities 
to  the  project,  and  supplies  meat  and  milk. 

The  project,  to-date,  includes: 

1.  the  completion  and  expansion  of  an  existing  meat  and  milk  processing  center  into  a 
western  style  meat,  milk  and  vegetable  processing  and  distribution  center  to  serve  the 
Moscow  region. 

2.  establishment  of  a  fully  staffed,  hands  on,  technical  and  managerial  training  center. 


The  main  components  of  the  project  are: 

1.  facility  structures,  including  new  and  existing  building  used  for  processing, 
warehousing  and  administrative  offices  (one  of  the  new  buildings  is  a  U.S.  made 
prefab  structure  by  Behlen,  that  houses  the  meat  processing  facility  and  training 
center) 

2.  the  meat  processing  operation 

3.  the  milk  and  cheese  processing  operation 

4.  the  food  processing  training  center 

5.  the  warehouse  and  distribution  operation 

6.  the  distribution  for  restaurants  and  retail  stores 
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n.     PARTICIPANTS  IN  THE  PROJECT 

The  U.S.  partners  are  food  processing  professionals  with  experience  in  project  implementation 
and  marketing  and  distribution  of  U.S.  agricultural  equipment  in  the  NIS.    The  group  has  built 
three  meat  plants  in  the  NIS.    Their  relationship  with  several  Fortune  500  food  processing  and 
food  service  companies,  and  contacts  in  many  foreign  markets,  will  be  beneficial  in  the 
expansion  of  the  project.    The  Ventures  East  U.S.  partners  are  investing  $8.6  million  of  our 
own  at-risk  resources  in  this  project. 

The  Russian  partners  have  a  strong  background  in  agriculture.    ROSAM,  Ltd.,  a  fully 
privatized  entity,  offers  experience  from  the  former  Gosagroprom  and  Goscommittee  on  Food 
and  Purchases,  and  is  now  setting  up  two  food  store  in  the  Moscow  region.    Schapova 
Agricultural  Firm  was  the  premier  experimental  training  farm  of  the  former  Soviet  Union.    In 
recent  years,  Schapova  had  the  highest  yields  of  milk  in  Russia.    Schapova  leases  land  and 
facilities  to  the  project,  and  supplies  meat  and  milk  for  processing.    Schapova  is  market- 
oriented  and  supplies  western  firms,  such  as  McDonald's  in  Moscow,    with  milk.    The 
Russian  partners  are  contributing  $1.7  million  in  resources  and  investment. 


III.    HOW  IT  WORKS 

The  project  is  managed  by  the  U.S.  partner  and  implemented  by  the  Russian  partners. 
Russian  managers  have  been  in  place  since  the  beginning.   Two  western  resident  managers 
will  do  on-site  management  for  the  duration  of  the  project.    Western  meat  and  cheese 
instructors  and  a  western  distribution  specialist  will  be  available  when  the  remaining 
infrastructure  is  in  place. 

The  implementation  plan  is  moving  forward.    The  first,  and  completed,  step  is  the  completion 
and  expansion  of  the  meat  processing  plant.   The  second  step  is  the  renovation  of  an  existing 
warehouse,  and  the  building  of  additional  warehouse  facilities.    The  third  step  is  the 
installation  and  operation  of  the  dairy  processing  facilities.    The  fourth  step  is  establishment 
of  the  distribution  system.   The  last  step  will  be  the  implementation  of  the  training  center. 


rv.     ROLE  OF  THE  USAID  FOOD  SYSTEMS  RESTRUCTURING  PROGRAM 

The  Citizens  Network  for  Foreign  Affairs  engineered  the  partnership  between  Ventures  East 
and  USAID.   The  $1.2  million  from  USAID  (10.4%  of  total  project  funding),  through  FSRP, 
strengthens  the  project's  impact  on  NIS  agriculture  and  food  production.    While  the  U.S.  and 
Russian  partners  support  the  core  of  the  operation  (meat  and  dairy  processing),  USAID  is 
helping  to  jump  start  the  training  facility  and  upgrade  the  equipment  for  student  training. 
With  USAID  funding,  the  result  is  a  project  with  the  capacity  to  impact  more  Russians  and 
provide  more  high-quality  food  products  to  Russian  families. 
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USAID  support  in  the  area  of  technical  assistance  is  helping  to  build  the  human  and 
institutional  capacity  of  the  project.    This  included  training  in  accounting,  computer 
operations,  marketing,  equipment  operations,  and  other  areas.    With  USAID  support,  the 
Ventures  East  Food  Processing  Center  will  be  a  model  for  modern  food  processing, 
marketing,  and  distribution. 

V.     IMPACT  OF  FOOD  PROCESSING  CENTER 

Over  the  life  of  the  Ventures  East  project  (based  on  a  three-year  averages),  the  meat  and  milk 
processing  facility  will  process  to  USDA  standards  more  than  2,400  tons  of  meat  and  43,000 
tons  of  milk  into  cheese  and  whey  by-products.    The  market  conditions  for  the  sales  of  these 
foods  in  the  Moscow  region  are  very  favorable,  and  thus  profitable  in  both  ruble  and  hard 
currency. 

The  partnership  will  generate  more  than  $25  million  in  investment  and  technical  assistance  in 
the  region.    Of  an  estimated  annual  sales  volume  of  $12  million,  $10  million  will  be  ruble 
sales.    The  project  will  directly  create  more  than  150  jobs,  and  train  more  than  2,400  students 
(in  weekly  programs)  annually. 

The  project  will  have  the  managerial  capacity  for  a  self-sustaining,  market-driven  food 
processing  ,  packaging  and  distribution  facility. 


VI.     BENEFITS  TO  RUSSUNS 

This  project  improves  the  Russians'  capacity  to  process  and  distribute  meat,  dairy,  and 
vegetable  products.    The  project  also  creates  an  industrial  scale  demonstration  training  center 
for  food  processing. 

As  mentioned  above,  the  Ventures  East  food  processing  center  employs  about  150  Russians 
and  will  train  2,400  students  annually.    In  addition,  Russian  livestock  farmers  will  see 
increased  incomes  and  economic  opportunities  as  they  sell  their  livestock  to  Ventures  East  for 
processing.    This,  in  turn,  will  result  in  increasing  incomes  for  feed  grain  farmers  and  others. 

The    project  also  contributes  to  dismantling  the  old  state  monopoly  over  agricultural  and  food 
processing  activities  by  helping    replace  it  with  market  supported  competition. 

Both  the  processing  facility  and  training  center  contribute  to  the  human  and  institutional 
capacity  of  Russian  food  processing.    The  project  addresses  the  institutional  development  in 
two  senses  of  the  word  "  institution": 

1.  institutions  as  business  organizations,    and 

2.  institutions  as  rules  of  the  business  game,  and  experience  in  playing    the  game. 
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Specifically,  the  project  will  contribute  to: 

*  the  increase  in  volume  of  high-quality  processed  meat  and  cheese  reaching  the 
consumer  market  in  the  Moscow  region; 

*  improvements  in  quality  in  meat  and  dairy  products  through  proper  processing, 
handling,   packaging,  and  storage; 

*  extension  of  shelf  Hfe  and  the  reduction  of  waste  through  spoilage; 

*  education  of  personnel  for  newly  privatized  food  processing  center  over  the  whole  of 
Russia;  and 

*  restructuring  of  Russian  food  systems  through  Russian  exposure  and  experience  with 
Western  equipment  and  technique. 


VII.    BENEFITS  TO  U.S. 

The  project  has  and  will  continue  to  generate  opportunities  for  U.S.  equipment  manufacturers, 
commodity  suppliers,  and  U.S.  technicians. 

Already,  $500,000  in  U.S.  equipment  was  exported  to  Russia  for  the  first  phase  of  the 
Ventures  East  project.    Russian  managers,  trained  at  the  Ventures  East  facility,  will  be  likely 
to  buy  the  same  dependable  U.S.-made  equipment,  on  which  they  trained,  when  they  set  up 
their  own  operations  in  their  own  regions. 

The  training  center  will  serve  as  a  window  for  to  the  West  for  newly  privatized  food 
processing  operators.    The  training  center  can  provide  a  platform  for  private  Russian  farmer 
organizations,    such  as  AKKOR,  to  work  with  private  and  public  U.S.  organizations  and 
programs,  such  as  the  U.S.  state  farm  bureaus  and  the  USAID  Farmer-to-Farmer  Program. 


VIII.    CONCLUSION 

The  Food  System  Restructuring  Program  is  a  model  for  foreign  aid  expenditures: 

1 .  It  provides    a  vehicle  for  cooperation  between  commercial  and  government  sectors, 
and  leverages  the  taxpayer's  dollars. 

2.  The  program  guidelines  require  pre-approval  of  expenditures. 

3.  A  follow-up  audit  provides  accountability  of  expenditures. 
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4.  FSRP  gives  the  type  of  support  that  other  governments  have  been  giving  their 
commercial  businesses  for  many  years. 

5.  It  has  shown  concrete  results  since  its  inception  (unhke  efforts  of  other  programs  that 
are  spending  more  on  administration  than  getting  results). 

6.  It  has  the  support  of  the  foreign  governments  receiving  aid  since  FSRP  is  an  active 
partner  with  the  recipient  in  real  projects,    rather  than  spending  for  consultants  only, 
who  excel  in  expensive  "cheap  talk." 

Ventures  East  would  like  to  thank  USAID  and  The  Citizen  Network  for  Foreign  Affairs  for 
their  support  and  guidance  for  our  project.     Ventures  East  also  appreciates  the  opportunity  to 
testify  before  the  Subcommittee  on  Foreign    Operations. 


Attachment:     Project  summary 

Ventures  East  facility  in  Russia 


/ 
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THE 

CITIZENS 
H  NETWORK 

tSmSSe    FOR  FOREIGN  AFFAIRS  INC 


Food  Systems 

Restructuring 

Ventures  East  Program 

Improving  Russian  Dairy  Production  and  Meat  Processing 

U.S.  Partner:    Ventures  East  (a  small  agribusiness  in  Minnesota) 

NIS  Parners:    ROSAM,  Ltd.,  AKKOR  (the  national  Russian  private  farmers'association),  and 
Chapova  Agricultural  Firm 

Location:  Moscow,  Russia 

Summary:         The  joint  venture  is  establishing  a  modem  meat  and  dairy  processing  plant  and  food 

distribution  facility.  Plans  include  an  on-site  training  center  where  several  hundred  Russians 
will  receive  training  in  the  use  of  U.S.  food  processing  machinery  every  year. 


Technical  Assistance  Funded  by  USAH) 


•  Expansion  of  the  Ventures  East  industrial 
training  center 

•  Training  for  AKKOR  members  in  meat  and 
dairy  processing  and  warehousing 

•  Purchase  and  installation  of  U.S.  dairy 
processing  equipment 

Results 

•  1 50  jobs  to  be  created  for  Russian  pro- 
cessing workers  and  managers 

•  2,400students  to  be  trained  annually 

•  43,000  tons  of  milk  and  2,400  tons  of  meat 
to  be  processed  and  packaged  for  sale  to 
Moscow-area  consumers  over  the  next 
three  years 

•  600%  increase  in  meat  production  levels 
since  plant  opening  in  May  1994 


U.S.  Investment  Leverage 

Totallnvestment:  $11.5 million 
USAID%  of  Total:  10.4% 


$8.6  million 


$1.7  million 

$1.2  million 


Increasing  Production  with  FSRP 
Training 

Average  daily  production  (by  month),  1 994 


Benefits  to  the  U.S.  Economy 

•  $500,000  in  U.S.  equipment  shipped  or  planned 
for  shipment  to  Ventures  East 

•  High  visibility  of  U.S.  products  paves  the  way 
for  U.S.  company  involvement  in  similar 
agribusiness  areas 

•  U.S. -built  prefabricated  facilities  are  in  place 
and  demonstrating  the  quality  of  U.S.  goods 
in  the  Moscow  region. 
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Mr.  Knollenberg.  Thank  you  for  appearing,  Mr.  Gribovsky. 

We  are  going  to  then  move  right  on  into  the  next  speaker.  I  think 
it  might  be  appropriate  to  say  at  this  time  that,  if  anybody  has  any 
questions  for  you,  they  will  submit  those  in  writing. 

Mr.  Gribovsky.  We  are  running  late. 

Mr.  Knollenberg.  We  are  running  late  and  I  do  appreciate  your 
staying  close  to  the  five-minute  time  frame.  So,  with  that,  thank 
you. 


Thursday,  March  30,  1995. 
COLLABORATIVE  RESEARCH  SUPPORT  PROGRAM 

WITNESS 

MONTAGUE  DEMMENT,  DIRECTOR,  SMALL  RUMINANT  COLLABO- 
RATIVE RESEARCH  SUPPORT  PROGRAM,  PROFESSOR,  UNIVERSITY 
OF  CALIFORNIA,  DAVIS 

Mr.  Knollenberg.  Next  we  have — I  may  mispronounce  this.  You 
can  chastise  me — Dr.  Montague  Demment. 

Mr.  Demment.  Montague. 

Mr.  Knollenberg.  I  am  sorry. 

Mr.  Demment.  That  is  all  right. 

Mr.  Knollenberg.  Montague,  it  looks  better  when  it  is 
Montague.  University  of  California,  Small  Ruminant  Collaborative 
Research  Support  Program,  with  an  acronym  like  that,  you  would 
have  to  stumble  a  little  bit. 

Mr.  Demment.  It  is  called  CRISP. 

Mr.  Knollenberg.  What  did  you  call  it  again? 

Mr.  Demment.  CRISP. 

Mr.  Knollenberg  [spellingl.  C-R-I-S-P? 

Mr.  Demment.  Yes.  I  will  define  it. 

Mr.  Knollenberg.  You  explain  that. 

Mr.  Demment.  Yes,  I  will. 

Mr.  Knollenberg.  Your  time  is  beginning,  so  why  do  you  not  go 
right  ahead.  Thank  you. 

Mr.  Demment.  Small  Ruminants  are  goats  and  sheep.  They  are 
animals  that  ferment  in  fore  gut  and  I  will  not  go  any  farther. 

CRSPs  are  collaborative  research,  support  and  training  programs 
between  USAID  and  land  grant  institutions  to  provide  development 
expertise  in  agriculture  in  developing  countries.  If  you  look  at 
Table  1  in  the  written  testimony,  you  will  see  that  there  are  eight 
CRSP  programs  that  involve  over  40  universities,  in  40  states  indi- 
vidually funded  by  USAID  at  rate  of  about  $16  million  per  year. 
That  is  about  $2  million  for  each  CRSP  program. 

I  realize  that  the  committee  and  the  Congress  is  in  a  budget  cut- 
ting process.  I  think  that  we  appreciate  that  you  would  want  to 
preserve  and  perhaps  enhance  the  most  effective  and  efficient  pro- 
grams and  cut  those  that  are  not.  I  would  argue  that  the  CRSPs 
are  the  most  efficient  and  effective  programs  funded  by  AID.  I  will 
give  you  three  reasons. 

First  of  all,  they  have  a  comparative  advantage.  By  using  the 
U.S.  land  grant  system,  AID  enlists  the  single  greatest  resource  of 
agricultural  scientists  in  the  world.  They  have  a  proven  track 
record.  Our  agriculture  is  in  large  part  due  to  that  and  is  one  of 
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the  world's  most  secure  and  probably  the  most  secure  in  human 
history. 

They  are  cost-effective.  There  is  a  natural  marriage  between  AID 
objectives  and  U.S.  land  grant  capabilities.  AID  is  interested  in  ag- 
ricultural development.  Agricultural  development  is  the  engine  of 
economic  development  in  less  developed  countries.  These  are  agrar- 
ian economies  and  when  you  change  agriculture,  you  change  those 
economies. 

The  U.S.  land  grant  institutions  have  considerable  abilities  in 
that  area.  This  program  does  not  pay  for  scientists  salaries.  It  does 
not  pay  to  build  laboratories.  It  does  not  pay  for  overseas  allow- 
ances. What  land  grant  universities  provide  that  and  all  of  AID's 
funds  go  directly  to  program  goals.  The  focus  is  on  the  programs' 
objectives. 

This  also  provides  matching  funds.  If  you  look  at  Table  2  in  the 
document,  you  will  see  that  for  every  AID  dollar  contributed  to  this 
program,  75  cents  is  contributed  by  other  sources.  That  is,  we  al- 
most double  the  size  of  the  program,  the  resources  available  to  the 
program  by  contributions  from  U.S.  universities,  host  countries  and 
other  grants.  I  think  this  is  unparalleled  in  AID's  portfolio. 

The  program  is  also  effective  because  it  has  domestic  impacts. 
The  U.S.  land  grant  system,  by  its  participation,  allows  any  tech- 
nologies that  are  developed  through  this  program  for  ready  access 
for  U.S.  growers.  For  example,  in  one  program  alone,  the  Sorghum/ 
Millet  CRSP  program,  the  improvements  are  worth  two  and  half 
times  the  cost  of  the  eight  CRSP  for  all  15  years  of  their  existence. 
That  is  a  half  billion  dollars.  That  still  continues  to  come. 

The  other  programs  have  similar  levels  of  achievement  and  I 
mention  those  in  the  written  testimony. 

Finally,  I  would  like  to  say  a  word  about  the  Small  Ruminant 
CRSP  program.  Those  will  be  goats  and  sheep. 

One  of  the  most  important  problems  as  I  see  in  developing  coun- 
tries is,  if  we  are  going  to  have  self-sufficiency,  we  have  to  get  the 
best  and  the  brightest  from  those  citizens  to  carry  those  countries 
to  their  full  potential.  Recent  studies  in  child  nutrition  and  devel- 
opment indicate  that  this  is  not  occurring  and  that  the  normally 
considered  components  of  diet  that  affect  this  are  not  calories  and 
protein,  as  we  might  expect,  but  a  suite  of  micronutrients.  You 
have  heard  testimony  already  today  about  this  micronutrient  defi- 
ciency. 

This  impairs  the  ability,  the  cognitive  ability  of  children  that 
they  never  recover  from.  It  is  through  animal  products  that  these 
micronutrients  are  supplied.  So,  the  Small  Ruminants  Program's 
goal  is  to  put  a  goat  in  every  household.  That  milk  at  that  level 
has  a  vast  impact  on  a  population,  by  allowing  children  the  ability 
to  develop  their  full  genetic  capabilities  in  terms  of  cognitive  skills. 

So,  we  asked  AID  to  fund  the  Small  Ruminant  program  and  to 
help  us  in  meeting  the  goals  that  AID  has  put  before  us  to  expand 
our  program  to  cover  global  livestock  questions. 

Thank  you. 

[The  information  follows:] 
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TESTIMONY  TO  SUBCOMMITTEE  ON  FOREIGN  OPERATIONS 
EXPORT  FINANCING.  AND  RELATED  PROGRAMS 

Montague  Demment 

Director.  Small  Ruminant  Collaborative  Research  Support  Program 

Professor,  University  of  California.  Davis 

I  am  Montague  Demment,  professor  at  the  University  of  California 
and  director  of  SR-CRSP.   I  wish  to  thank  the  subcommittee  and 
Chairman  Callahan  for  the  opportunity  to  provide  information  about 
CRSP  programs  and  agricultural  research  and  development  work  funded 
by  USAID.   One  of  the  most  important  tasks  of  good  management  and 
good  government  is  the  ability  to  evaluate  the  quality  of  programs,  to 
support  the  programs  that  enhance  agencies'  missions  and  make  the 
hard  choices  to  cut  to  those  that  do  not.  Today  I  wish  to  bring  to  your 
attention  a  set  of  programs  called  CRSPs  that  use  USAID  funding  and 
the  strength  of  our  Land  Grant  University  system  to  improve  the  food 
production  systems  of  people  around  the  world.   I  will  argue: 

1 .  that  these  programs  are  the  most  effective  model  that  USAID 
employs  for  agricultural  research  and  development. 

2.  the  CRSPs  are  very  cost  efficient.   Host  country  and  university 
contributions  almost  double  funds  available  for  assistance. 

3.  CRSPs  have  major  domestic  impact,  by  creating  and  opening 
foreign  markets  for  US  agribusiness  and  improving  our  agricultural 
technology  at  home. 

4.  CRSPs  employ  a  proven  model  of  agricultural  and  economic 
development  through  the  American  Land  Grant  system  to  directly 
improve  the  food  security  of  the  small  scale  farmer  home  and  aboard. 

A  Model  of  Foreign  Aid 

Please  allow  me  to  present  a  personal  perspective  of  the  foreign 
assistcmce  problem.  I  believe  that  most  of  us  consider  that  a  democratic 
world  is  the  ultimate  goal  for  foreign  assistance;  that  the  interests  of  all 
are  best  served  when  we  all  have  a  voice  in  solving  the  problems  that  face 
us  and  unite  us  as  a  global  community.  We  regularly  see  these  problems 
in  images  of  famine,  civil  strife,  war  and  poverty  and  we  are  constantly 
struggling  with  the  solutions.   The  basis  of  effective  and  efficient 
solutions  must  rest  with  a  proper  formulation  of  the  problem.   Let  me 
present  mine.    Figure  1,  below,  links  democracy  with  several  of  the 
major  problem  areas.  Interestingly  they  also  represent  some  of  the  major 
programs  within  USAID. 

I  would  like  to  make  the  following  points  about  the  model: 

1.  The  elements  of  the  model  in  figure  1  are  inextricably  linked.  A 

perception  of  the  problem  exists  that  I  will  call  the  "yuppie  view".  This 
view  is  held  by  people  who  have  lived  in  a  society  where  food  security  is 
so  great  they  have  lost  contact  with  food  production  systems,  appreciate 
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security  is  so  great  they  have  lost  contact  with  food  production 
systems,  appreciate  little  of  what  the  lack  of  food  security  means  for 
most  of  the  world's  population,  and  do  not  understand  that 

Figure  1. 


SUSTAINABLE  DEVELOPMENT  FOR  AGRARIAN  SOCIETIES 

PROGRAMS 


POPULATION 


environment,  population  and  agriculture  are  cin  integrated  set  of 
challenges.   This  view,  shaped  by  a  rush  to  address  real  problems  of 
environmental  degradation  and  expanding  populations,  has  neglected 
agriculture.    Perhaps  because  of  a  lack  of  knowledge  or  exposure  of 
policy  makers,  funding  for  agriculture  has  been  diminished  within 
foreign  assistance  programs,  and  the  sector  isolated  from  programs  in 
population  and  the  environment.    This  approach  is  very  damaging 
because  today's  global  problems  can  be  traced  to  the  impact  of 
agriculture  on  the  environment.  Such  an  interaction  links  food 
security  to  economic  and  social  development  and  population  growth. 
Agriculture,  as  the  major  user  of  the  land,  must  be  a  component  of  any 
comprehensive  view  of  the  environment. 

2.  Agriculture  research  and  development  is  the  engine  of  economic 
growth  in  less  developed  countries  (LDCs)  and  at  the  hub  of  the 
development  problem.    Agricultural  development  drives  economic 
development  in  LDCs.    A  recent  Harvard  study  in  Kenya  indicates  that 
the  multiplier  effect  for  investment  in  agricultural  development  is 
1.49,  while  investment  in  nonagricultural  sectors  is  0.79.    In  the 
largely  agrarian  societies  of  LDCs,  agricultural  development  has  broad 
impacts  that  reach  deep  into  the  economy.    The  success  of  the 
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to  food  that  people  experience  affects  their  social,  political  and 
reproductive  behavior.  Agriculture  is  the  single  greatest  use  of  the  land 
by  man,  and  in  LDCs  it  has  the  single  greatest  environmental  impact. 
Development  of  proper  food  production  systems  is  essential  to  a 
development  program  that  protects  biodiversity  and  the  natural  resource 
base  upon  which  production  depends. 

3.  Food  security  and  economic  growth  reduce  birth  rates.  One 

consistent  demographic  pattern  demonstrates  that  as  societies  move  into 
the  middle  class,  birth  rates  drop:   if  societies  remain  poor,  birth  rates 
remain  high.   Few  would  dispute  that  high  population  levels  are  a  major 
constraint  on  the  road  to  democracy  because  they  absorb  the  impact  of 
technological  advances,  leaving  unchanged  the  per  capita  growth.  The 
Aswan  Dam  is  a  classic  example.   It  doubled  energy  output  for  Egypt  but 
in  the  decade  required  for  its  completion  the  country's  population 
doubled. 

Food  security  and  economic  growth  can  be  coupled  with 
population  programs  to  have  a  major  effect.   But  population  control 
programs  conducted  in  conditions  where  people  perceive  risk  in  the  food 
supply,  in  social  and  economic  stability,  will  not  succeed.  Agricultural 
development,  food  security,  environmental  protection  and  population 
control  must  be  balanced  arid  coordinated. 

4.  Only  when  the  elements  of  food  security,  economic  growth  and 
population  control  are  balance  and  coordinated  does  the  societal 
context  exist  for  democracy. 

MAJOR  ISSUES  m  FOREIGN  ASSISTANCE 

Famine  relief  costs  vs.  development 

The  appropriate  costs  of  development  assistance  are  often  debated, 
as  this  committee  is  well  aware.   However,  there  is  likely  wide  agreement 
that  when  famine  and  social  unrest  emerge,  the  costs  of  intervention  are 
orders  of  magnitude  greater  than  costs  of  development  programs.  The 
estimates  of  $4  billion  for  food  and  peace  keeping  in  recent  years  in  the 
Horn  of  Africa  dwarf  our  development  expenditures.   In  the  long-term,  we 
must  find  effective  solutions  that  cut  the  "cycle  of  despair "  where  lack  of 
food  security  and  economic  growth  have  constrained  progress  toward 
democracy  and  created  growing  populations  of  people  competing  over 
ever  more  limited  resources. 

The  road  from  LDC  to  the  middle  class  of  nations  is  paved  by  the 
commitment  of  LDC  countries  to  self-help,  and  supported  by  a  patient, 
creative  foreign  assistance  program  which  understands  that  development 
is  a  long-term  process.  This  program  attempts  to  address  a  development 
continuum  from  famine  relief,  on  one  hand,  to  development  of 
institutions  and  human  capital  on  the  other.   If  our  policies  concentrate 
only  on  parts  of  the  continuum,  we  suffer  from  and  become  tied  to  the 
inefiiciencies  of  sporadic  interventions.   For  example,  donors  spent 
around  $100  M  per  year  in  the  mid-1980s  to  support  1.200  expatriates  on 
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policies  concentrate  only  on  parts  of  the  continuum,  we  suffer  from 
and  become  tied  to  the  inefficiencies  of  sporadic  interventions.    For 
example,  donors  spent  around  SlOO  M  per  year  in  the  mid-1980s  to 
support  1.200  expatriates  on  long-term  technical  assistance 
assignments  in  Somalia.    This  revoking  door  approach  did  not  achieve 
the  ultimate  objective  of  the  UNDP  and  IBRD  which  was    the 
development  of  national  capacity  through  the  permanent  transfer  of 
skills  and  know-how  to  Somali  nationals."    In  the  final  analysis,  the 
most  self-sustaining  Impact,  the  development  of  people  s  ability  to 
develop  themselves,  is  the  longest-term  and  most  difficult  process  to 
sustain  in  our  foreign  assistance  effort,  but  the  one  which  must 
succeed  and  will,  if  properly  managed  and  programmed. 

Middle  class  nations  and  US  exports 

The  recent  record  trade  deficits  and  the  weak  dollar  are  clear 
reminders  that  international  trade  is  a  critical  component  of  our 
domestic  agenda.    The  emergence  of  freer  international  trade  requires 
that  we  establish  mechanisms  that  create  and  open  markets  for 
American  goods.   As  a  nation  we  have  an  advantage  producing  products 
for  and  exporting  to  the    middle  class"  nations.    As  countries  like 
Indonesia  and  Kenya  move  to  this  level  of  economic  development  they 
buy  more  US  goods. 

While  the  process  of  development  creates  markets  for  the  US, 
we  develop  these  markets  and  establish  the  links  to  capture  them. 
Because  international  competition  for  the  markets  emerging  in  the 
LDCs  is  not  one  the  US  comparative  strengths,  we  must  support 
programs  that  enhance  our  ability  to  successfully  enter  and  compete  if 
we  are  to  balance  our  trade  deficit. 

Foreign  assistance  should  have  domestic  impact. 

The  resources  that  we  direct  at  foreign  assistance  should, 
whenever  possible,  have  both  a  domestic  and  international  impact. 
Programs  that  use  American  institutions,  open  and  create  markets  for 
US  commerce,  and  that  train  US  citizens,  should  be  supported  when 
those  programs  demonstrate  a  comparative  advantage  over  other 
programs. 

COIXABORATIVE  RESEARCH  SUPPORT  PROGRAMS 

The  CRSP  programs  focus  at  the  heart  of  the  foreign  assistance 
model.    Eight  CRSPs  covering  critical  aspects  of  agriculture,  food 
security'  and  environment  (see  table  1).    Our  Individual  programs, 
funded  by  the  USAID's  Office  of  Agriculture  and  Food  Security  (whose 
total  office  budget  represents  only  .4%  of  the  Agency's  allocation  from 
Congress),  conducts  agricultural  development  research,  training  and 
technology  transfer  in  40  countries  around  the  world.    We  accomplish 
this  mission  by  establishing  teams  of  scientists  from  land  grant 
universities  with  expertise  in  a  particular  disciplines  that  focus  on 
food  security. 
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TABLE  1.   Present  CRSP  Programs,  management  entitles,  participating 
universities  and  host  countries. 


Headquartera 


Universities 


Small  Ruminants 


Un.  of  California. 
Davis  lUCD) 


Sorghum  /Millet 
Bean/Cowpea 


Un.  of  Nebraska. 
Lincoln  (UNLl 


Un.  of  Missouri.  North 

Carolina  State.  Texas 

A&M  (TAMU).  Texas 

Tech.Utah  State.  WSU. 

Wlnrock.  Un.  of 

Wisconsin  (UW) 


Bolivia.  Indonesia. 

Kenya.  Former:  Brazil. 

Morocco.  Peru. 


Kansas 

Stae. Mississippi 

State. Un  of  Nebraska. 

Purdue.  Texas  A&M 

UCD  &  Riverside. 

Clemson.  UG.  UTJU,  Un 

of  Puerto  Rico.  MSU. 

Purdue.  Un  Minnesota. 

UW.  WSU 


Niger.  Mali.  Sudan. 

Botswana.  Mexico. 

Honduras.  Columbia. 


Michigan  State  Un. 
(MSU) 


Soil  Management 


Cameroon.  Dominican 

Republic,  Ecuador. 

Honduras.  Malawi. 

Nigeria.  Senegal. 

Tanzania. 


North  Carolina  State 

(NCS) 


Cornell.  Un.  Hawaii. 

Un  Kentucky.  NCS.  Un. 

Puerto  Rico.  TAMU 


Un.  of  Georgia 


Peru.  Indonesia.  Niger. 
Mali.  Brazil.  Columbia. 
Dominican  Republic. 


TAMU.  NCS.  UG. 
Alabama  A&M 


Senegal.  Burkina 

Faso.  Niger.  Nigeria. 

Mali.  Philippines. 

Thailand. 

Honduras.  Indonesia. 
Panama.  Philippines. 

Rwanda.  Thailand. 
Jamaica.  Sierra  Leone 
Guatemala.  Jamaica. 


Pond  Dynamics  & 
Aquaculture 


Oregon  State  Un.  (UG) 


Integrated  Pest  Mngt. 


Auburn.  MSU.  Un. 
Hawaii.  OSU.  Un  of 

Mlchlgein.  Un  of 
Arkansas-Pine  Bluff 


Virginia  Polytechnic 
Inst. 


Lincoln  Un.  Montana 
State.  Ohio  State. 
Penn  State.  Purdue. 
UC.  Berkeley..  UG. 

Rodale.  USDA 

Clemson.  Kroger. 

Caito 


Mall.  Philippines. 
Uganda.  Eicuador 


Un.  of  Georgia 


Sustainable  Agriculture 


Tuskegee.  UW. 

Colorado  State.  WSU. 

Auburn.  VPI.  West 

Carolina  State. 


Ecuador.  Burkina 

Faso.  Philippines. 

Cape  Verde.  Costa 

Rica.  Honduras 


KEY  ISSUES  RELATED  TO  CRSPS 

1.  Do  the  CRSPs  have  a  comparative  research  and  training  advantage 
in  the  development  of  agriculture  and  food  security? 

The  answer  is  most  certainly,  yes!    First,  by  enlisting  the  US  land 
grant  system.  CRSPs  draw  on  the  richest  resource  of  agricultural 
scientists  in  the  world.    These  scientists  are  fully  capable  of  moving 
back  and  forth  along  the  continuum  between  basic  and  applied 
science,  and  hence  bring  the  full  range  of  research  expertise  to  bear 
on  development  problems.    Second,  the  land  grant  universities  are 
mission  oriented  institutions  with  a  wealth  of  experience  in  research 
and  training  directly  related  to  agriculture  and  food  security.    These 
institutions  and  this  system  can  claim  a  major  role  in  the  most 
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system  can  claim  a  major  role  in  the  most  successful  food  production 
system  in  the  history  of  mankind.  Third,  the  CRSP  model  has 
successfully  linked  research,  training  and  development  to  provide 
technical  solutions,  improve  human  capital  and  host  institutions,  and 
provide  linkages  that  foster  bilateral  economic  benefit;  that  is  makes  the 
long-term  changes  that  "revolving  door"  approaches  fail  to  accomplish. 
The  graduate  education  process  is  a  remarkably  efficient  model  to  build 
human  resources  and  accomplish  development  goals.   Graduate 
education,  under  the  CRSPs,  thoroughly  integrates  science  and  training, 
which  produces  independent  scientists  who  deliver  a  development 
product,  and  who  themselves  become  leaders  in  host  country  institutions 
or  are  Americans  with  expertise  in  foreign  markets. 

2.  Are  the  CRSPs  a  cost  effective  mechanism  to  accomplish 
development? 

The  CRSPs  have  several  dimensions  of  economic  advantage: 

a.  The  CRSP  model  has  the  advantage  that  it  draws  on  existing 
institutions  both  domestic  and  foreign.   These  institutions  provide 
personnel  and  infrastructure  without  cost  to  the  CRSPs.   Unlike  some  of 
the  more  prominent  assistance  programs  which  must  pay  for  the 
salaries,  overseas  housing,  laboratory  construction  and  maintenance  for 
their  scientists,  the  CRSPs  use  American  faculty  whose  salaries  are 
already  paid,  whose  houses  are  already  bought,  whose  laboratories  are 
already  built  and  maintained.  CRSP  funds  are  directly  expended  on  the 
program's  objectives.  The  marriage  between  the  vast  research  and 
training  resources  of  the  land  grant  universities  and  the  goals  of  USAID 
is  a  natural  and  it  should  be  flourishing. 

b.  The  CRSP  model  requires  cost  sharing  as  part  of  its  partnership 
between  US  Universities  and  host  countries.  As  is  displayed  in  Table  2., 
USAID  funding  over  the  15  years  of  the  program  has  been  $198  M, 
universities  have  contributed  $48.5  M,  host  countries  $59.3  M  and  other 
funds  $7.2  M.   By  investing  about  $18  M  /year  or  about  $2  M  per  CRSP, 
USAID  captures  a  74%  increase  in  matching  contributions.  This  return 
is  quite  high  relative  to  other  USAID  programs. 


3.  What  are  the  domestic  effects  of  the  CRSPs? 

As  we  move  to  a  freer  global  economy,  foreign  assistance  takes  on 
new  importance  as  a  mechanism  to  increase  our  competitiveness  on 
world  markets  and  provide  links  to  the  emerging  markets  in  developing 
nations.  The  CRSP  model  has  much  to  offer.  At  its  core,  the  programs 
link  American  scientists  working  in  American  institutions  with  host 
government  agricultural  institutions,  their  scientists  and  governmental 
officials.  This  relationship  provides 
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American  research  expertise  and  training  for  host  countries  while 
insuring  that  America  shares  directly  in  the  technological  benefits  of 
this  partnership.    For  example,  SR-CRSP  genetics  and  parasite 
research  has  identified  parasite-resistance  in  sheep  that  is  estimated 
to  save  US  lamb  producers  potentially  $40M  /  year.    US  commercial 
sorghum  growers  rapidly  adopted  a  new  green-bug  resistant  variety 
that  produces  one-third  more  grain  (approx.  56  million  bushels)  and 
the  net  benefit  from  the  resistant  sorghums  has  been  $389M  or  a 
48.2%  annual  rate  of  return  on  USAlD's  investment.    Through  the 
CRSP  program  the  University  of  Wisconsin  and  Agracetus,  Inc.  have 
produced  transgenic  beans,  creating  new  technologies  with  a  potential 
value  far  surpassing  beans  alone. 

In  the  face  of  large  trade  deficits,  the  opportunity  to  expand  US. 
agricultural  trade  must  be  a  priority.  Agriculture  and  agri-business  is  a 
sector  in  which  the  US  is  a  world  leader  and  is  now  positioned  to  take 
advantage  of  its  heritage  of  excellence  in  technology  and  management, 
established  in  large  part  by  the  efforts  of  land  grant  universities. 

The  CRSPs  can  and  do  advance  the  role  of  the  US  in  foreign 
markets.    First,    the  program  establishes  the  contacts,  identifies  the 
opportunities  and  provides  the  personnel  to  facilitate  market  entry. 
Most  of  the  CRSPs  have  than  a  decade  of  in-country  experience  and 
have  produced  cohort  of  students  with  a  foreign  focus  in  agriculture 
who  play  critical  roles  in  international  commerce  and  development. 
In  host  countries,  CRSP  trainees  now  occupy  many  of  the  most 
important  decision  making  positions  in  the  agricultural  sectors  of 
their  nations. 

The  ability  of  American  agriculture  to  be  competitive  overseas 
places  different  requirements  on  our  system  than  being  competitive 
domestically.    New  markets  are  new  environments  that  require 
adapted  varieties,  in-country/overseas  research  capacities  and 
understanding  of  the  local  economies  and  markets.    CRSP  programs 
develop  resources  for  all  these  areas.    The  Peanut  CRSP  developed 
peanut  varieties,  drawing  on  foreign  genetic  material,  that  now 
account  for  one-third  the  acreage  in  North  Carolina  and  Texas.    Heat 
resistant  genes  brought  from  Africa  by  the  Bean/Cowpea  CRSP  are 
responsible  for  record  yields  of  cowpeas  (7,000  lbs/acre)  in  California  . 

The  CRSPs  have  major  impacts  on  the  agricultural  research 
institutions.    For  example  SR-CRSP  trainees  are  the  core  of  the  animal 
science  and  most  of  the  animal  disease  components  of  the  Kenyan 
Agricultural  Research  Institute  (KARI).    Overall  the  CRSPs  have  trained 
1,800  degree  students.  Of  these  26%  were  American  and  29%  women. 
A  recent  external  review  of  the  CRSPs  indicated,  "Development  of 
human  capital'  has  been  a  major  output  of  the  program,  and  over  time 
will  likely  have  a  major  impact  in  developing  countries  as  these 
trained  people  move  into  positions  of  greater  responsibility." 
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Key  issues  of  SR-CRSP 

The  Small  Ruminant  CRSP,  the  program  I  direct,  has  focused 
primarily  on  the  improvement  of  goat  and  sheep  production  systems. 
This  focus  was  chosen  to  address  the  economics  and  well  being  of 
small  farm  production.    The  program  has  developed  production 
packages  that  include  new,  more  productive  breeds,  health 
technologies  (including  vaccines),  feed  production  and  animal 
management  systems.    These  programs  are  being  adopted  in  the 
highlands  of  Kenya,  the  savannas  of  Brazil  and  even  in  the  rubber 
plantations  of  Indonesia. 

The  Indonesian  program  is  a  classic  example  of  sustainable 
development.    The  conversion  of  rain  forest  to  plantations  in  Indonesia 
has  caused  considerable  concern  globally.    A  growing  population  and  a 
rapidly  expanding  per  capita  demand  for  meat  limit  the  options  to 
keep  pace  with  requirements  and  not  convert  forest  to  pasture.    The 
SR-CRSP  team  of  Indonesians  and  Americans  foresaw  this  problem 
and  developed  what  has  been  called  our  "sheep  under  rubber" 
production  system.    By  developing  a  new  breed,  composed  of  exotic 
and  local  genes,  coupled  with  a  forage  production  system  between 
plantation  rows,  and  animal  care  technology  packages,  the  Indonesians 
have  increased  their  capacity  to  produce  meat  to  such  a  level  that  they 
signed  The  Northern  Triangle  Trade  Agreement  to  export  three 
million  sheep  /  year.    Significantly  this  production  can  be 
accomplished  simultaneously  with  the  preservation  of  the  rain  forest 
and  a  reduction  in  herbicide  that  spares  the  environment  while 
potentially  saving  plantation  growers  $40  M  /year. 

IMPORTANT  LIVESTOCK  ISSUES 

1.  Livestock  are  not  essential  in  the  nutrition  of  people  in  LDCs. 

Perhaps  more  than  any  one  statement  this  one  represents  the 
clear  dichotomy  between  our  world  and  the  LDCs'.    One  of  the  most 
extensive  studies  of  the  nutrition  of  children  in  LDCs  (three  countries, 
five  years)  was  conducted  by  the  Nutrition  CRSP.    The  study  focused 
on  the  role  of  diet  in  child  development.    The  major  conclusions  of  the 
study  were: 

a.  most  children  did  not  suffer  from  shortages  of  calories  and 
protein; 

b.  they  did  suffer  from  a  suite  of  micro-nutrient  deficiencies; 

c.  these  deficiencies  were  linked  to  growth  retardation, 
behavioral  problems  cmd  deficits  in  cognitive  capcunties.;  and 

d.  the  only  diet€uy  component  that  predicted  growth  cuid 
performance  was  animal  products  in  the  diet 
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Animal  products  provide  many  of  the  micro-nutrients  that  are 
critical  for  the  development  of  people's  ability  to  develop  themselves. 
This  point  has  vast  implications  for  the  future  of  the  developing  world. 
We  must  understand  that  while  we  may  view  consumption  of  animal 
products  with  a  wary  eye  in  the  US,  for  most  of  the  world  they 
represent  a  critical  component  of  their  children's'  futures.    The  small 
niminant  is  the  distributional  mechanism  for  those  micro-nutrients. 

2.  Why  are  small  ruminants  important  in  LDCs? 

As  populations  grow,  farm  size  in  LDCs  has  decreased.    The 
appropriate  size  of  animal  to  match  farm  scale  is  now  smaller  than  a 
cow.    The  economic  and  management  flexibility  that  smaller  size 
provides,  means  that  small  ruminants  are  a  primary  and  critical 
component  of  households.    Furthermore  small  ruminants  are  a  critical 
component  of  subsistence  agriculture.    While  a  debate  exists  as  to 
whether  food  is  in  shortage  globally  or  merely  a  distribution  problem, 
the  subsistence  agriculture's  of  the  LDCs  represent  not  just  food 
production  but  also  food  production  that  is  close  to  the  mouths  it 
feeds.    The  value  of  this  agriculture  is  more  thcui  the  nutrition  it 
produces;  it  is  also  the  distributional  infrastructure  it  does  not  require. 

In  Africa,  where  1  have  much  of  my  experience,  the  household 
agriculture  is  the  nutritional  and  financial  backbone  of  most  families 
and  the  small  ruminant  a  key  component  of  that  system.    The  small 
ruminant  has  traditionally  been  one  of  the  few  resources  controlled  by 
women  and  the  success  of  their  flocks  gives  them  wealth  and  power  in 
their  families  and  their  communities. 

3.  Environment  and  Livestock 

The  SR-CRSP  progremi  conducts  applied  research  and  trains 
both  US  and  foreign  students  in  livestock  production.    Livestock 
grazing  is  the  single  most  anthropogenic  use  of  land  globally.   This 
program  seeks  to  minimize  environmental  degradation  in  the 
developing  world  by  proper  management  practices  that  have  regional 
implications  and  encompass  everjrthing  from  soil  degradation  to  CO2 
cycles.    The  solution  to  livestock  practices  that  have  a  negative  impact 
on  the  environment  is  not  to  retreat  from  research  and  development 
in  this  cu-ea.    Quite  the  contrary,  well  designed  programs  that  combine 
both  environmentcil  and  economic  constraints  should  be  conducted. 
To  ignore  extensive  greizing  systems  in  development  programis  because 
they  are  perceived  to  be  environmentally  damaging  avoids  the  issue 
and  surely  magnifies  the  eventual  damage. 

Livestock  research  in  the  1960-1980  was  a  major  priority  of 
donor  agencies  in  Africa,  but  lack  of  impact  led  to  a  major  decline  in 
funding  during  the  1980s.    The  reason  for  that  failure  is  now  clear. 
Scientists  and  development  specialists  from  the  temperate  zones  used 
a  temperate  model  as  the  basis  for  their  interventions.    The 
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characteristics  of  the  range  in  Africa  are  very  different  from  the  US 
and  only  recently  have  long-term  ecological  studies  revealed  the 
substantial  differences  between  our  and  their  systems.    In  semi-arid 
African  the  "ranch"  model  does  not  work.    Under  conditions 
characterized  by  unpredictable  drought  and  rainfall,  the  timing  and 
intensity  of  interventions  must  be  consistent  with  the  state  of  the 
environment.    The  concept  of  development  in  this  situation  might  be 
labeled  "opportunistic  management".    Understanding  that  we  cannot 
impose  our  domestic  models  on  conditions  in  the  LDCs  has  been  a 
slow  lesson  for  us  to  leam.    With  the  proper  model  I  am  confident  that 
we  can  make  major  advances  to  break  the  cycle  of  despair. 

4.  Livestock  and  Agriculture 

Animal  agriculture  is  the  largest  single  sector  of  agricultural 
economies  (Fig.  2).    As  countries  develop,  the  proportion  of 
agricultural  GDP  represented  by  animal  production  increases. 

Figure  2. 
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In  poorer  LDCs  livestock  revenues  account  for  approjdmately  25%  of 
agricultural  GDP,  while  in  California,  animal  production  accounts  for 
more  than  one-half  of  the  state's  agricultural  revenue. 

The  importance  of  livestock  as  a  user  of  the  land,  the  proper 
management  of  intensive  livestock  production  systems,  the  creative 
coupling  of  animal  and  plant  production  systems,  and  the  major 
opportunities  for  American  participation  in  these  future  markets  is  a 
compelling  argument  for  investment  in  a  CRSP  with  broad  livestock 
capabilities.   We  are  planning  such  a  CRSP  as  our  five  year  grant  for  the 
SR-CRSP  comes  up  for  renewal  with  USAID. 

In  conclusion,  I  ask  the  committee  to  support  the  renewal  of 
this  dynamic  and  productive  program  by  funding  the  SR-CRSP  at  the 
$5M/year  level.    This  funding  is  critical  if  the  program  is  to  survive 
and  have  the  scope  to  address  the  global  problems  of  animal 
agriculture. 

1  thank  you  for  this  opportunity  to  inform  the  committee. 
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Mr.  Knollenberg.  Mr.  Demmet,  thank  you.  Do  you  have  any 
additional  testimony  you  would  like  to  submit  for  the  record? 

Mr.  Demment.  No,  I  do  not.  I  have  already  submitted.  Thank 
you. 

Mr.  Knollenberg.  We  appreciate  that  very  much.  Thank  you. 


Thursday,  March  30,  1995. 
CARE 

WITNESS 
RON  BURKARD,  COUNTRY  DIRECTOR,  CARE 

Mr.  Knollenberg.  The  next  individual  to  testify  is  the  Country 
Director,  Mr.  Ron  Burkard,  with  CARE.  I  hope  I  did  not  surprise 
you  too  much  by  pulling  your  name  out  of  the  hat. 

Mr.  Burkard.  No,  it  was  not  out  of  the  hat.  I  was  looking  over 
my  shoulder  at  somebody  else's  list. 

Mr.  Knollenberg.  All  right,  thank  you. 

Mr.  Burkard.  Mr.  Chairman,  I  am  Ron  Burkard.  I  have  worked 
for  CARE  for  more  than  30  years  in  Latin  America,  Asia  and  Afri- 
ca. I  most  recently  completed  an  assignment  in  South  Africa  and 
returned  to  the  United  States. 

This  year,  CARE  begins  its  50th  anniversary.  During  this  period 
of  time,  we  have  had  a  unique  public/private  partnership,  a  part- 
nership with  the  people  of  the  United  States  who  contribute  to  care 
and  the  Government  of  the  United  States  which,  thanks  to  alloca- 
tions made  by  this  committee  and  approved  at  higher  levels  in  Con- 
gress, have  made  funds  available  for  many  of  our  programs  around 
the  world. 

I  would  just  like  to  highlight  a  couple  of  the  points  that  we  have. 
Our  full  testimony  has  been  submitted. 

International  development  and  emergency  programs  through  pri- 
vate, voluntary  organizations  such  as  CARE  work.  These  programs 
are  highly  cost-effective  and  accountable.  They  are  most  often  com- 
munity-based, driven  by  local  needs,  able  to  leverage  increased  re- 
sources from  a  variety  of  sources  and  make  a  positive  difference  in 
the  lives  of  millions  of  the  world's  poor  and  disenfranchised  citi- 
zens. 

The  public,  private,  local  partnership  concept  multiplies  re- 
sources and  benefits,  assisting  those  in  need  in  the  developing 
world  while  strengthening  the  social  fabric  and  economies  of  friend- 
ly nations  and  trading  partners.  Program  participants  usually  con- 
tribute as  much  if  not  more  to  these  programs  than  we  do  in  labor, 
locally  available  materials  and  continuity  once  we  depart. 

These  programs  are  important  not  only  because  they  are  right, 
but  because  they  are  also  very  much  in  America's  self-interest.  By 
supporting  programs  in  small,  agricultural  development,  primary 
health  care,  population,  AIDS  education,  nutrition,  emergency  re- 
sponse, girls'  education,  the  environment  and  others,  we  are  pro- 
tecting ourselves  from  the  effects  of  rapid  population  growth,  the 
spread  of  AIDS,  TB  and  other  infectious  diseases,  civil  conflict  and 
instability  that  transcends  borders. 
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At  the  same  time,  we  are  building  markets  for  U.S.  goods  and 
services.  Nine  out  of  ten  of  the  largest  importers  of  U.S.  goods  were 
at  one  time  recipients  of  our  foreign  assistance  programs.  Poor, 
hungry  and  unstable  societies  neither  make  good  trading  partners 
nor  reliable  allies.  Less  hopelessness,  strong  democracies  and  grow- 
ing economies  around  the  world  means  a  more  secure,  healthy  and 
prosperous  United  States  of  America. 

We  recognize  full  well  that  these  are  stringent  fiscal  times  and 
that  we  must  all  make  tough  choices  and  pick  our  priorities  care- 
fully. We  suggest  that  human  development  programs  should  be 
among  our  priorities  because  the  investments  we  make  through 
these  programs  to  strengthen  these  societies  are  in  the  end  an  in- 
vestment in  our  own  future  as  a  country  and  as  a  global  leader 
that  will  serve  us  well. 

Mr.  Chairman,  that  concludes  my  remarks. 

[The  information  follows:] 
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VIr.  Chairman  and  distinguished  Members  of  the  Subcommittee,  thank  you  for  this  opportunity  to 
Dresent  testimony  to  your  committee 

Vly  name  is  Ron  Buricard  and  I  have  served  with  CARE  for  32  years,  in  Asia,  Latin  America  and 
'^fHca.  In  January  I  completed  a  two-year  assignment  to  South  Africa,  where  CARE  participated 
n  the  transition  to  democracy  through  a  voter  education  program  that  targeted  first-time  voters  in 
;he  Orange  Free  State. 

wARE,  the  largest,  non-sectarian  private  rehef  and  development  organization  in  the  world,  is 
:urrently  operating  in  sixty-one  countries,  in  Africa,  Asia,  the  former  Soviet  Union,  the  former 
ifugoslavia  and  Latin  America. 

3ver  the  next  year  CARE  is  celebrating  its  50th  Anniversary.  We  are  taking  this  opportunity  to 
eflect  on  an  experiment  that  not  only  has  worked,  but  has  since  grown  to  become  an  American 
nstitution.  The  "CARE  Package"  quickly  became  a  part  of  our  language,  helped  change 
America's  concern  and  compassion  towards  the  world  around  us,  and  has  shown  the  world  that 
\mericans  can  and  want  to  make  a  difference  in  the  lives  of  people  in  need. 

rhe  results  of  that  experiment  are  a  testament  to  what  is  best  about  our  country  and  its  citizens: 
;ompassion,  optimism,  and  a  willingness  to  put  ideas  into  action.  Across  five  decades,  35  million 
\mericans  have  supported  CARE,  entrusting  to  us  their  hopes  for  a  better  world.  With  additional 
iupport  from  governments  and  other  organizations,  we  have  turned  these  hopes  into  $7  billion  in 
urograms  reaching  more  than  one  billion  people  in  121  countries.  Furthermore,  this  unique 
jublic-private  partnership  has  brought  multiple  benefits  back  to  the  United  States. 

*Vhile  the  original  CARE  Package  contained  food  to  help  the  people  of  war-torn  Europe  and 
\sia,  today's  "CARE  Package"  includes  programs  such  as  disaster  response,  assistance  to  very 
imall  businesses,  primary  health  care,  nutrition,  girls'  education,  food  production,  natural  resource 
nanagement,  AIDS  education  and  family  planning.  All  of  these  programs  are  built  on  50  years  of 
jxperience  that  began  with  a  promise:  That  through  CARE,  Americans  could  help  to  make  the 
vorld  a  better  place.  We  are  renewing  this  promise 

n  my  time  with  you  this  afternoon,  I  would  like  to  do  two  things: 

-irst,  highlight  a  dynamic  public  private  partnership  that  has  been  critical  to  international 
levelopment  efforts  throughout  the  world  and  has  brought  multiple  benefits  to  the  U.S.  Without 
his  partnership  our  collective  abilities  to  make  an  impact  would  have  greatly  diminished.  This  is 
lo  less  true  today. 

Second,  focus  on  the  importance  of  human  development  programs  and  why  we  should  make  them 
I  priority  in  our  international  assistance  account. 

FHE  PUBLIC  PRIVATE  PARTNERSHIP  AND  ITS  MULTIPLE  BENEFITS 

rhis  "public-private  partnership"  that  I  speak  of  represents  the  unique  synergistic  relationship 
imong  the  American  people,  the  U.S.  government,  the  private  sector  and  the  developing  world 
hat  generates  economic  growth  both  here  and  abroad  while  providing  development  assistance 
argeted  at  alleviating  poverty  and  promoting  self-sufficiency.    PVOs  with  private  support  in 
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donations  from  U.S.  citizens  provide  accountability,  cost-effective  programs,  a  local  network,  and 
a  proven  track  record.  We  are  able  to  leverage  other  resources  to  support  our  programs  from 
private  donors,  recipients,  international  institutions  and  local  governments.  Without  this  public- 
private  partnership,  CARE  and  other  PVOs  will  be  severely  limited  in  their  ability  to  provide 
assistance  and  relief  overseas. 

Development  assistance  funds  channeled  through  PVOs  are  spent  in  the  U.S.  on  commodities  and 
services  to  deliver  overseas.  Once  overseas,  the  partnership  is  continued  ~  CARE  is  not  in  the 
business  of  giving  handouts  to  people  in  the  developing  world,  nor  is  that  what  these  people  are 
seeking.  Governments  and  people  in  the  nations  where  we  work  contribute  significant  financial 
and  human  resources  to  program  implementation,  creating  yet  another  aspect  of  the  partnership 
that  reflects  a  commitment  to  the  principle  of  self-help  and  self-sufBciency. 

It  would  be  impossible  for  me  to  count  the  number  of  successfijl  projects  I  have  personally 
worked  on  or  visited  that  have  been  made  possible  thanks  to  bringing  together  contributions  from 
private  donors,  the  U.S.  government,  local  governments  in  the  developing  world,  and  most 
important  of  all,  the  local  people  themselves. 

In  South  Africa,  CARE  participated  in  the  transition  to  democracy  by  designing  and  implementing 
a  significant  voter  education  program  in  the  Orange  Free  State.  We  began  this  program  with 
funds  provided  by  CARE-Intemational  members  Canada,  Austria,  Australia  and  Italy     Initial 
successes  resulted  in  an  opportunity  to  expand  a  small  locally-focused  activity  to  cover  the  entire 
state.  Available  resources  would  not  permit  this.  The  U.S.  Agency  for  International 
Development  came  to  our  aid  and  within  a  matter  of  weeks  provided  funds  that  made  it  possible 
for  us  to  recruit,  train  and  deploy  more  than  300  young  people,  of  whom,  only  two  had  ever  been 
employed  before.  These  enthusiastic  young  people,  many  of  whom  had  previously  been  active 
participants  in  the  struggle  against  apartheid,  worked  fourteen  and  fifteen  hour  days  seven  days  a 
week  in  the  months  leading  up  to  the  elections.  They  spent  their  days  tirelessly  visiting  churches, 
community  organizations,  schools,  and  groups  of  pensioners  gathered  to  receive  their  monthly 
checks,  teaching  the  people  of  South  Africa  about  the  democratic  process.  The  results  of  their 
efforts  are  well  known,  an  incredible  testimony  to  the  commitment  to  democracy  and  progress  of 
South  Africa's  previously-marginalized  peoples. 

I  believe  that  this  success  story—admittedly  tied  to  one  of  the  20th  century's  landmark  events- 
demonstrates  but  one  of  the  hundreds— thousands— of  examples  of  the  effective  use  of  U.S. 
Government  resources  in  reaching  out  to  those  abroad.  Resources  provided  through  CARE  paid 
for  such  items  as  educational  materials  appropriate  for  the  many  illiterate  voters,  and  the  training 
costs  associated  with  explaining  the  democratic  process  to  tens  of  thousands  of  first-time  voters  in 
understandable  terms,  such  as  through  the  use  of  theater  groups.  The  program  had  an  impact  — 
one  we  are  all  familiar  with  —which  goes  far  beyond  the  borders  of  South  Africa. 

Another  example  of  the  successful  public-private  partnership  occurred  a  few  years  ago  while  I 
was  serving  in  Ecuador.  I  was  visiting  an  isolated  village  high  in  the  Andes  where  CARE  in 
cooperation  with  the  local  people  and  provincial  government  were  constructing  a  project  that  was 
bringing  clean  water  to  the  village  from  a  distant  spring.  In  spite  of  heavy  rains,  cold  and  mud, 
several  hundred  barefoot  villagers,  from  children  to  the  elderly,  were  carrying  materials  with 
which  to  construct  a  water  storage  tank  up  a  steep  mountain. 
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I  was  approached  by  a  young  man  who  spoke  to  me  in  English.  This  was  quite  a  surprise,  as  most 
of  the  villagers  had  difficulty  with  Spanish,  Quechua  (the  language  of  the  Incas)  being  their  native 
tongue.  The  man  told  me  that  due  to  the  hopeless  economic  situation  in  the  village  and  lack  of 
clean  water  supply,  he  had  immigrated  several  years  before  to  New  York  where  he  worked  as  a 
taxi  driver.   After  seeing  the  improved  conditions  in  the  village  as  a  result  of  this  project,  he 
planned  to  return  home.  It  is  not  unreasonable  to  suppose  that  improvements  in  the  quality  of  life 
and  opportunities  in  villages  such  as  this  around  the  worid  would  result  in  reduced  need  to 
migrate  to  over-crowded  cities,  and  the  U.S.,  in  search  of  work  and  a  better  future. 

Programs  such  as  these  play  a  crucial  role  in  strengthening  the  fabric  of  the  societies  in  which  they 
operate—from  organiidng  a  village  water  management  committee  in  small  Andean  villages,  to 
supporting  agricultural  extension  programs  that  help  rural  farmers  in  Nepal  improve  crop  yields 
and  rehabilitate  irrigation  systems,  or  promoting  small  credit  programs  for  village  women  in 
Niger,  to  larger  programs  such  as  the  one  described  in  South  Africa  The  backbone,  though,  of 
these  programs  is  the  commitment  of  the  people  themselves  to  improved  health,  increased 
agricultural  production,  increased  income,  improved  educational  opportunities,  smaller  families, 
and  a  better  future  for  themselves  and  their  children. 

These  are  the  programs  that  invest  in  human  development  and  focus  on  building  human  capacity  - 
-  the  critical  keys  to  long  term  development,  economic  growth,  productive  self-sufficiency,  and 
stable  and  food  secure  societies. 

It  is  ironic  that  U.S.  Government  support  for  these  programs  is  under  threat  at  a  time  when  they 
are  most  needed.  Fast-changing  economies  are  leading  to  vast  disparities  in  wealth  and  income 
within  countries.  National,  ethnic  and  religious  conflicts  are  on  the  rise  around  the  world.  Rapid 
population  growth,  especially  in  urban  areas,  is  contributing  to  environmental  degradation  on  an 
unprecedented  scale.  At-risk  populations,  particulariy  poor  women  and  their  children,  are  more 
vulnerable  than  ever.  These  results  of  these  trends  also  quickly  transcend  national  borders. 

Although  our  investment  in  these  humanitarian  and  human  development  programs  is  less  than 
one-half  of  one  percent  of  our  federal  budget,  we  receive  enormous  benefits  in  return.  My 
question  to  this  Committee  and  your  colleagues  is  -  What  better  defines  our  national  security 
and  our  national  economic  interests  than  the  investment  we  make  through  humanitarian 
assistance,  food  aid,  and  long-term  development  programs? 

Some  of  the  returns  on  our  investment  include: 

•  preventing  the  spread  of  disease  and  epidemics; 

•  stopping  the  flow  of  forced  migration; 

•  defeating  pre-famine  conditions  and  preventing  their  occurrence, 

•  reducing  the  rate  of  global  environmental  degradation; 

•  providing  information  to  the  millions  of  couples  who  want  to  reduce  their  fertility; 

•  supporting  the  efforts  of  countries  making  the  transition  to  democracy  and  free  market 
economies; 
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All  of  these  are  important  not  only  in  themselves  and  to  the  people  who  directly  benefit  from 
them,  but  also  to  the  United  States. 

I  would  like  to  leave  you  with  the  following  points: 

•  International  development  and  emergency  programs  through  private  voluntary  organizations 
such  as  CARE  work; 

•  These  programs  are  highly  cost-effective  and  accountable;  they  are  most  oflen  community- 
based,  driven  by  local  needs,  able  to  leverage  increased  resources  from  a  variety  of  sources 
and  make  a  positive  difference  in  the  lives  of  millions  of  the  world's  poor  and  disenfranchised 
citizens; 

•  The  private-public-local  partnerships  concept  multiplies  resources  and  benefits,  assisting  those 
in  need  in  the  developing  world  while  strengthening  the  social  fabric  and  economies  of  fHendly 
nations  and  trading  partners; 

•  Program  participants  usually  contribute  as  much  if  not  more  to  these  programs  than  we  do,  in 
labor,  locally  available  materials  and  continuity  once  we  depart; 

•  Programs  such  as  these  are  important  not  only  because  they  are  right,  but  they  are  also  very 
much  in  America's  self-interest.  By  supporting  programs  in  small  agricultural  development, 
primary  health  care,  population,  AIDS  education,  nutrition,  emergency  response,  and 
environment,  we  are  protecting  ourselves  from  the  effects  of  rapid  population  growth,  the 
spread  of  AIDS,  TB  and  other  infectious  diseases,  civil  conflict  and  instability  that  transcends 
borders; 

•  At  the  same  time,  we  are  building  markets  for  U.S.  goods  and  services.  Nine  out  often  of  the 
largest  importers  of  U.S.  goods  were  at  one  time  recipients  of  our  foreign  assistance 
programs.    Poor,  hungry  and  unstable  societies  neither  make  good  trading  partners  nor 
reliable  allies.  Less  hopelessness,  strong  democracies  and  growing  economies  around  the 
world  means  a  more  secure,  healthy  and  prosperous  United  States  of  America; 

•  We  recognize  full  well  that  these  are  stringent  fiscal  times  and  that  we  must  all  make  tough 
choices  and  pick  our  priorities  carefully.  We  suggest  that  human  development  programs 
should  be  among  our  priorities  because  the  investments  we  make  through  these  programs  to 
strengthen  these  societies  are  in  the  end  an  investment  in  our  own  future  as  a  country  and  as  a 
global  leader  that  will  serve  us  well. 


CONCLUSION 

These  programs  would  not  have  been  possible  without  the  support  of  a  broad  and  unique  public 
private  partnership.  Futhermore,  the  U.S.  cannot  ignore  the  multiple  benefits  generated  by  this 
partnership,  nor  can  we  afford  to  lose  them.  The  private  sector  cannot  do  these  things  alone, 
despite  all  the  good  will  and  humanitarian  motives  in  the  world. 
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The  combined  effect  of  development  assistance  programs  has  resulted  in  the  strengthening  of  the 
developing  world  economy  as  these  countries  join  with  emerging  economies  around  the  world  to 
buy  35%  of  American  exports,  generating  two  million  American  jobs.  Since  1986  U.S.  exports  to 
developing  countries  have  more  than  doubled--  from  $71  billion  to  $180  billion  by  1993.    It  is 
estimated  that  between  now  and  the  year  2000,  the  developing  world  will  account  for  much  more 
than  half  of  the  growth  in  world  trade  and  represent  80%  of  the  world's  population. 

Our  prosperity,  therefore,  is  tied  to  their  prosperity.  The  help  we  ofiFer  today  can  be  returned 
tomorrow  in  the  form  of  greater  opportunity  and  prosperity  for  our  own  citizens.  We  should  keep 
this  in  mind  as  we  consider  whether  the  successful  partnership  for  development  that  we  have  built 
over  the  last  fifty  years  is  to  continue  as  an  investment  we  make  in  our  common  future. 

Mr.  Chairman,  thank  you  for  this  opportunity  to  appear  before  your  Committee.  I  will  be  happy 
to  respond  to  any  questions. 
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Mr.  Knollenberg.  We  appreciate  your  testimony  and  thank  you 
for  staying  in  your  time. 
Mr.  BURKARD.  Thank  you,  sir. 

Thursday,  March  30,  1995. 
THE  ALLIANCE  FOR  CHILD  SURVIVAL 

WITNESS 
CHUCK  WOOLERY,  DIRECTOR,  THE  ALLIANCE  FOR  CHILD  SURVIVAL 

Mr.  Knollenberg.  The  next  witness  to  testify  would  be  Mr. 
Chuck  Woolery,  Director  of  the  Alliance  for  Child  Survival.  So,  Mr. 
Woolery,  you  can  begin. 

Mr.  Woolery.  Thank  you.  I  will  try  to  influence  you  today,  influ- 
ence your  vote. 

As  the  Director  of  the  Alliance  for  Child  Survival,  I  represent 
about  6,000  people  with  medical  backgrounds,  health  professionals 
who  have  a  very  strong  interest  in  international  child  health  is- 
sues. Actually,  we  recognize  this  subcommittee  as  both  blessed  and 
cursed  with  the  appropriations  of  money  that  means  life  and  death 
to  literally  millions  of  people.  There  has  really  been  great  progress 
in  the  past  made  by  the  subcommittee  in  terms  of  appropriating 
these  levels  of  money  that  have  helped  literally  millions  of  families 
in  the  third  world  avoid  one  of  the  most  tragic  things  that  can  hap- 
pen to  any  adult  and  that  is  the  loss  of  a  child. 

I  suggest  to  you  that  this  natural,  daily  anguish  of  35,000  people 
losing  a  child  every  day  is  one  of  the  primary  motivating  factors 
behind  a  lot  of  our  domestic  problems,  be  it  immigration,  terrorism, 
new  diseases,  unemployment.  Speaker  Gingrich  has  brought  us  a 
great  service  by  bringing  back  the  word  shame  into  our  vocabulary. 
It  is  a  word  that  can  motivate  young  and  old,  male  and  female.  Re- 
publican or  Democrat.  Mr.  Knollenberg,  I  suggest  to  you  that  there 
is  no  greater  shame  in  the  world  today  than  the  death  of  35,000 
children  when  affordable  means  of  preventing  that  are  widespread. 

Five  years  ago,  the  Bush  administration  signed  a  declaration 
pledging  we  are  prepared  to  make  available  the  resources  to  meet 
these  commitments.  Later  Congress  and  the  administration  said 
that  there  is  not  the  money.  This  is  questionable.  The  amount 
needed  to  keep  good  on  the  Republican  contract  with  the  world's 
children  is  less  than  the  tobacco  industry  spends  on  advertising 
each  year.  A  ten  percent  shift  of  existing  aid  levels  would  do  it. 

These  stacks  before  you  represent  approximately  a  $650  per  cap- 
ita contribution,  per  capita  AID  to  Israel  compared  to  per  capita 
AID  to  Somalia,  Sudan  or  Ethiopia.  This  nation  based  on  justice  for 
all  can  do  better  for  development  in  humanitarian  aid  that  really 
helps  people.  Morally,  it  is  right  and  in  the  new  world  disorder,  we 
cannot  afford  not  to. 

I  believe  that  you  really  want  to  help  people  and  prevent  suffer- 
ing but  feel  constrained  both  politically  and  economically.  Let  me 
address  these  concerns. 

Politically,  other  speakers  have  talked  about  the  surveys  that 
have  been  done  of  American  people  that  strongly  support  aid  for 
the  poorest  nations.  Statistically,  91  percent  support  maintaining 
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or  increasing  funding  for  child  survival,  90  percent  for  the  Peace 
Corps,  humanitarian  relief,  87  percent  support,  82,  environmental 
aid  programs,  79  percent  and  so  on. 

We  urge  you  to  adopt  the  measures  outlined  in  the  James  P. 
Grant  World  Summit  for  Children  Implementation  Act  and  those 
are  going  to  be  outlined  by  Bread  for  the  World  later  in  this  testi- 
mony. 

Both  fiscal  responsibility  and  a  broader  commitment  to  national 
security  mandates  that  we  make  these  wise  investments.  Invest- 
ments in  basic  health  care  bring  a  better  return  than  a  fixed  lotto 
ticket.  It  does  not  carry  with  it  any  illegal  problems.  It  is  a  sure 
thing.  Let  me  give  you  one  example. 

I  did  not  have  any  million  dollar  bills  to  bring,  so  these  are  going 
to  have  to  do.  This  represents  30  one  million  dollar  bills.  It  is  what 
someone  sitting  across  there  in  your  chairs  30  years  ago  decided  to 
invest  in  the  eradication  of  smallpox,  which  was  a  very  strong 
problem  for  Americans  at  that  time.  That  one  time  investment  over 
a  ten-year  program  has  since  saved  the  United  States  taxpayers  $3 
billion  in  the  money  that  we  no  longer  had  to  spend  on  immuniza- 
tion programs. 

Polio  could  do  the  same  thing,  the  eradication  of  polio.  We  are 
now  spending  $231  million  a  year  every  year.  There  has  not  been 
a  case  of  polio  in  the  western  hemisphere  or  the  United  States  in 
the  last  three  years.  We  have  to  continue  to  spend  that. 

The  problems  we  are  going  to  face  with  new  emergent  diseases 
are  going  to  make  this  seem  trivial.  The  National  Academy  of 
Science's  Institute  of  Health  predicts  by  the  year  2000,  we  will  be 
spending  $2  billion  alone  just  on  research  to  come  up  with  new 
antibiotics  to  combat  the  multi-drug  resistant  strains  of  TB  if  we 
do  not  combat  this  both  domestically  and  internationally. 

I  recommend  that  the  committee  look  within  the  World  Summit 
Implementation  Act  and  shift  more  of  AID's  resources  within  the 
PVO  child  survival  grant  program  and  then  it  could  double  that  ef- 
fort easily  without  any  fiscal  pain. 

Thank  you  very  much,  Mr.  Chairman. 

[The  information  follows:] 
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STRTEMENT  OF  CHUCK  UJOOLERV.  DIRECTOR  OF  THE 
RLLIRNCE  FOR  CHILD  SURUIURL 

Concerning  FV  1996  flpprophations 

Before   the   HOUSE  SUBCOMMIHEE    ON    FOREIGN    OPERRTIONS, 

EKPORT    FINHNCIN6    RND    RELRTED    PROGRRMS 

March  30,  1995 


The  child  only  has  one  chance  to  grow  normally  in  mind  and  body,  and 

protecting  that  one  chance  should  haue  first  call  on  our  resources  — 

in  good  times  and  in  bad. 

UNICEFs  State  of  ttie  World's  Ctiildren  Report   1991 


Chairman  Callahan. 

Thank  you  for  the  opportunity  to  be  heard  by  you  and  your 
subcommittee  today.   I  come  before  you  as  both  a  priuate  citizen  and 
as  the  Director  of  the  Rlliance  for  Child  Suruiual,  an  alliance  of 
organizations,  institutions  and  professional  associations  representing 
tens  of  thousands  of  Rmericans  luith  a  strong  interest  in  the  suruiual 
and  protection  of  children  —  regardless  of  the  child's  nationality. 

Rs  you  knoui  this  subcommittee  is  responsible  for  appropriations  that 
haue  saued  more  children  from  disability  and  death  than  perhaps  any 
other  appropriations  budget.  The  past  generosity  of  this 
subcommittee  and  the  Rmerican  people  means  that  fewer  parents 
internationally  are  luarped  by  the  agony,  the  sorrow,  the  desperation 
or  the  anger  associated  with  the  lost  potential  of  a  child.    Nothing  in 
this  world  is  as  deuastating  to  the  human  spirit,  nothing  as 
destructiue  to  the  adult  psyche,  nothing  so  debilitating  to  the  future 
of  a  family,  a  nation  or  the  human  race  as  the  loss  of  children,  the 
loss  of  their  potential  or  Just  the  plain  fear  of  such  loss. 

Speaker  Gingrich  has  brought  the  word  "shame"  back  to  our  social 
uocabulary  in  hopes  of  motiuating  higher  leuels  of  responsibility  in 
today's  youth  and  adults.   It  is  a  word  that  can  also  be  applied  to  men 
as  well  as  women.  Republicans  as  well  as  Democrats,  rich  as  well  as 
poor,  liberals  as  well  as  conseruatiues.  Christians  as  well  as  Muslims. 
It's  possible  that  there  is  no  greater  shame  on  the  planet  today  than 
the  daily  death  toll  of  35,000  children  from  easily  preuentable 
malnutrition  and  infection  and  the  permanent  disability  of  ten 
children  for  euery  child  that  dies  —  in  the  abundance  of  prouen 
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affordable  solutions.  Progress  has  been  made  by  this  subcommittee's 
uiork,  but  much  that  is  affordable  and  doable,  remains  undone. 

For  the  last  few  years,  aduocates  for  the  well-being  of  children 
internationally  were  told  they  were  not  in  touch  with  the  political 
reality  if  asking  for  or  eKpecting  increases  for  euen  the  most 
effectiue  life  sauing  programs.  Uie  were  told  we  would  not  be 
credible  if  we  were  to  ask  for  the  leuels  needed  to  achieue  the 
measurable  goals  the  Bush  Administration  agreed  to  at  the  199B  llJorld 
Summit  for  Children.  Rt  that  summit  5  years  ago,  the  Bush 
Rdministration,  signed  a  declaration  pledging  "we  are  prepared  to 
make  auailable  the  resources  to  meet  these  commitments".    UJe  haue 
in  the  past  fallen  short  of  keeping  that  reasonable  and  appropriate 
promise  to  the  world's  children.    The  one  and  only  oKCuse?  —  'there 
isn't  the  money  auailable'. 

Mr.  Chairman.  This  is  a  gross  misrepresentation  of  the  fiscal  reality. 
The  amount  needed  to  keep  this  first  Republican  'contract'  would 
require  a  shift  of  less  than  $2  billion  dollars  within  a  $14  billion  dollar 
foreign  aid  bill.  To  put  this  amount  in  perspectiue,  it  is  less  than  what 
the  US  subsidized  tobacco  industry  spends  each  year  Just  on 
aduertising. 

Before  you  is  a  rough  representation  of  the  inequity  of  US  'aid'  leuels 
distributed  globally.  Bur  appropriations  gu;a/anteed  Israel  (and  I 
emphasis  the  word  guarantee)  about  $65B  per  Israeli  citizen.  This  is 
aid  to  a  nation  that  already  had  adequate  health  care,  schooling  and 
housing  for  euen  it's  incoming  immigrant  population.  The  same  fiscal 
year,  per  capita  aid  to  Egypt  was  about  S4B,  while  per  capita  aid  for 
Somalia,  Ethiopia  or  Sudan,  (where  human  need  is  greatest  and  social 
seruices  least),  was  approKimately  15  cents.  There  is  enormous 
inequity  in  current  priorities  which  dictate  that  one  small  well 
deueloped  nation  get  more  in  US  'aid'  than  the  entire  US  share  needed 
to  keep  a  Republican  promise  to  the  world's  children.     I'm  not 
suggesting  that   aid  to   Israel  be  lessened  or  redirected  to  the 
world's  children.     Shame  on  anyone  for  thinking  such  a 
dangerous    political    thought.  • 

There  are  many  other  opportunities  with  in  the  current  foreign  aid 
budget  for  shifting  priorities.  USRIB  focus  much  of  its  efforts  on 
assistance  to  bureaucracies  in  deueloping  countries.    This  assistance 
typically  consists  in  whole  or  in  part  of  OHpensiue  consultants.  The  US 
taK  payer  often  pays  more  than  a  quarter  of  a  million  dollars  per 
person-year,  for  these  consultants  to  foreign  bureaucracies  . 

Instead  we  should  be  focusing  on  PUG  and  other  direct  assistance 
which  helps  children.  Looking  in  detail  at  the  actual  economic, 
political  and  social  cost  of  dying  and  disabled  children  internationally, 
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one  can  only  come  to  a  single  conclusion.   "UJe  can  no  longer  afford 
'not'  to  address  their  urgent  needs  ".    One  minor  unseen  cost  is  to  ttie 
moral  strength  and  character  of  this  nation.    The  unintentional 
message  sent  around  the  uiorld  and  to  euery  American  home  ujhen  uie 
deny  sufficient  aid  to  protect  the  Hues  of  innocent  children,  is  that 
human  life  Just  isn't  that  uaiuable.  Some  feel  that  uiolence  on  TU  or  in 
abortion  clinics  sends  a  similar  message,  but  the  uiolence  done  to  the 
bodies  of  women,  children,  infants  and  the  unborn  as  a  result  of 
inadequate  nutrition  or  healthcare  is  as  important  as  any  other  human 
tragedy. 

Mr.  Chairman,   I  was  baptized  a  Methodist.   I  don't  claim  to  be  a  good 
Christian,  but  from  euery  thing  I  remember  and  euery  thing  I  haue 
read  in  the  bible,  protecting  the  Hues  of  children,  especially  poor 
children,  is  consistent  with  God's  calling  for  humanity.  Last  week  I 
had  the  pleasure  of  attending  my  niece's  Bar  Mitsfa.  During  the 
ceremony  I  secretly  read  passage  after  passage  from  a  Jewish  prayer 
book.  They  pointed  to  the  same  priority.   I'ue  spoken  to  Muslims  and 
Bahai's.  The  same  is  true  for  their  faiths  as  well. 

I  belieue  that  you  are  a  compassionate  man.   I  belieue  you  haue  a 
uery  deep  and  broad  concern  for  children,  infants  rauaged  by  polio  or 
young  girls  or  boys  forced  to  work  long  hours.    I  belieue  you  really 
want  to  preuent  this  suffering  but  feel  constrained  by  2  factors; 
political  pressures  and  fiscal  limitations.    In  this  conteKt  you  may  be 
interested  in  the  following  facts. 

1.    Politically,  increases  for  child  suruiual,  nutrition,  basic  education, 
family  planning,  and  refugee  efforts  are  supported  by  most  Rmericans 
(and  perhaps  most  members  of  Congress).    I'ue  read  nearly  euery 
suruey  of  the  Rmerican  people  regarding  foreign  aid  and  found  that 
while  there  was  a  great  dislike  for  foreign  aid  in  general,  (and  great 
misunderstandings)  specific  aid  programs  that  focused  on  effectiue 
empowerment  of  the  poor  haue  the  support  of  the  uast  majority  of 
Rmericans.  These  are  not  old  surueys.  The  most  recent  conducted 
January  12  to  IS  of  this  year  goes  into  great  detail.  Eighty  percent  of 
those  polled  agreed  that  "The  US  should  be  willing  to  share  at  least  a 
small  portion  of  its  wealth  with  those  in  the  world  who  are  most  in 
need."  This  attitude  was  spread  across  party  lines  with  78%  of 
Republicans  in  agreement.    The  public  does  want  to  put  more 
emphasis  on  helping  poor  countries.  LUhile  47%  wanted  to  increase  or 
maintain  aid  to  Israel  and  Egypt,  strong  majorities  wanted  to 
maintain  or  increase  support  for  Child  Suruiual  (91%),  the  Peace  Corps 
(90%),  humanitarian  relief  (87%),  enuironmental  aid  to  poor  countries 
(79%),  and  general  deuelopment  assistance  to  poor  countries  (75%). 
Qjhile  the  suruey  also  reuealed  Rmerican's  basic  knowledge  of  the 
foreign  aid  budget  wanting,  it  is  clear  that  the  uast  majority  of 


368 


Rmericans  support  aid  that  benefits  tlie  poorest  of  the  poor  and 
belieue  we  are  now  giuing  too  little  in  this  area. 

R  bill  recently  introduced,  HR966,  the  James  P.  Grant  UJorld  Summit  for 
Children  Implementation  Ret  represents  the  uiill  of  the  Rmerican 
people  for  specific  increases  for  each  of  these  programs.  Rs 
introduced  the  bill  had  a  bipartisan  miK  of  5B  initial  House  sponsors, 
the  lead  sponsors  being  a  well  respected  Republican  on  this  uery 
subcommittee.  Uihile  the  bill  falls  short  of  the  fair  share  needed  to 
fulfill  on  the  Bush  Rdministration's  199B  'Contract  with  the  UJorid's 
Children',  it  is  a  step  in  the  right  direction.   I  urge  this  subcommittee 
to  adopt  this  bills  numbers  and  recommendations. . 

2.   Fiscally,  increases  for  these  aid  efforts  can  be  found  within 
BKisting  foreign  aid  appropriations,  but  new  priorities  will  haue  to  be 
set.   It  is  in  this  conteKt  that  new  ideas  gathered  from  conseruatiue 
thinkers  and  conseruatiue  media  suggests  such  changes  are  in  our 
most  uital  self  interest.    From  US  economic  prosperity  to  US  national 
security  interests,  the  new  world  disorder  dictates  that  these  aid 
changes  be  made  in  the  conteKt  of  mutual  security  inuestments. 

Spending  a  small  amount  of  money  in  the  right  uiay,  can 
bring   enormous   sauings: 

Making  micro-inuestments  in  improuing  the  health,  nutrition  and 
education  of  poor  children  and  in  poor  families  abandoned  by  the 
traditional  economic  market  will  preuent  billion  dollar,  perhaps  multi- 
billion  dollar  floods  of  instability  that  we  can  oKpect  from  abandoned 
human  infrastructure. 

Let  me  giue  some  real  life  enamples: 

Small  PoK  was  a  disease  you  were  likely  immunized  against  3B-4B 
years  ago.  Then,  the  US  was  spending  $15B  million  annually  protecting 
Rmerican  children  form  this  dreaded  disease.  Some  wise  soul  decided 
to  inuest  Just  $3  million  annually  in  an  international  IB  year  campaign 
to  eradicate  the  disease.  This  $3B  million  success  2B  years  ago  has 
since  saued  Rmerican  taK  payers  ouer  $3  billion  in  health  care  costs. 
This  is  in  addition  to  the  gains  in  human  health  and  productiuity.  This 
was  not  a  calculated  gamble  the  might  pay  off.   It  was  a  calculated 
inuestment  made  by  people  who  had  both  the  facts  and  the  wisdom  to 
act  on  them. 

Polio:   Rnother  deuastating  disease  we  haue  all  been  immunized 
against  is  gone  from  the  US  and  euen  the  Western  Hemisphere  for 
ouer  3  years.    Vet  each  year  we  must  still  spend  $231  million  just  in 
the  US.  immunizing  children  against  polio,  because  the  uirus  still 
BKists  elsewhere  in  the  world.  The  global  eradication  campaign  is 
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approKimately  $1B8  million  a  year  short.  The  US  share  of  this  mould 
be  approKimately  $18  million  more  a  year  until  complete  eradication, 
in  the  mean  time,  proyress  ayainst  polio  has  slowed  and  euen 
reuersed  in  a  hand  full  of  countries.  Rs  lony  as  polio  exists  anyujhere 
on  earth,  there  is  a  crippliny  threat  to  euery  child  and  to  euery  health 
budyet. 

Measles:   Could  be  another  disease  scheduled  for  termination  with 
euen  hiyher  windfall  profits  for  Rmerican  tan  payers.  But  ayain  it  will 
require  in  increased  focus  on  the  health  of  children  not  in  our  own 
nation. 

Tuberculosis  (TB):      In  1989,  the  Center  for  Disease  Control  (CDC) 
said  TB  could  be  eliminated  in  the  US  for  $36  million.  The  money  was 
not  appropriated.  The  TB  problem  worsened  and  now  the  CDC  says  a 
similar  proyram  would  cost  $484  million.    The  National  Rcademy  of 
Science  Institute  of  Health  estimates  the  US  will  be  spendiny  $2  billion 
annually  by  the  year  2880,  just  on  research  to  find  new  antibiotics  to 
combat  the  new  strains  of  TB.  UJe  could  completely  halt  the  spread  of 
TB  and  the  creation  of  newer  multidruy  resistant  strains  here  in  the 
US,  but  there  will  be  no  way  to  stop  new  or  old  strains  from  beiny 
imported  in  because  of  our  failure  to  address  the  disease  adequately 
abroad.  New  Vork  City  last  year  spent  $48  million  treatiny  its  TB 
infected  populace  while  the  total  effort  to  combat  TB  internationally 
is  less  than  $28  million.  Uie  can  pay  now,  or  we  can  pay  later. 

New  and  emeryiny  disease  also  pose  another  major  threat.  The 
recent  mouie  "Outbreak'  showed  the  worst  case  scenario.   It  may  not 
haue  been  accurate  but  the  premise  is  real.  R  report  2  years  ayo  by 
the  National  Academy  of  Sciences  Institute  of  Health  said  emeryiny 
new  diseases  are  not  a  question  of  "if".  They  are  a  question  of 
"when".    RIDS  shows  us  that  new  diseases  are  a  reality,  eKpensiue  in 
both  Hues  and  money,  and  typically  uery  difficult  deal  with..     New 
diseases  may  be  the  yreatest  terror  of  the  next  few  decades.  They 
actually  pose  one  of  the  yreatest  national  security  threat  to  Rmerica's 
future.  The  most  likely  place  for  the  emeryence  of  a  new  disease  is  in 
the  festeriny  conditions  of  pouerty  where  primary  health  seruices, 
water  and  sanitation  are  inadequate  or  non  oKistent. 

These  conditions  are  also  a  breediny  yround  for  disease  as  well  as 
terrorism.  Terrorism  born  of  pouerty  and  desperation  is  a  threat  to 
the  entire  ylobal  community.    UJe  need  to  take  specific  high  impact 
actions  to  attack  the  absolute  pouerty  which  brings  insecurity  not 
only  to  the  poor  abroad  to  all  of  us  in  Rmerica. 

One  small  thing  this  subcommittee  could  do  that  would  haue  literally 
zero  fiscal  impact  yet  would  yreatly  enhance  the  effectiueness  of 
appropriated  aid  is  to  mandate  a  specific  earmark  consistent  with  an 
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idea  the  Rdministration  and  Senator  Helms  agree  on.    Redirect  more 
existing  aid  to  Priuate  Uoluntary  Organizations.      Ttiis  committee 
could  require  USRID  to  double  its  current   allotment   of  Child 
Suruiual  funds  to  Priuate  Uoluntary  organizations.      Rs  uie  all 
Icnouj,  these  not-for-profit  agencies  are  the  most  effectiue  means  of 
addressing  the  most  basic  needs  of  the  poorest  people  uie  uiant  our 
aid  to  benefit.    UJhen  the  Child  Suruiual  fund  was  originally  financed 
in  1984  by  this  uery  subcommittee,  the  PUO  allotment  was  established 
at  6B  percent  of  the  fund.  Today,  it  Is  ujell  under  IB  percent,  life  haue 
heard  that  RID  is  uiilling  to  commit  $18  million  for  FV'96.  This  is  a 
moue  in  the  right  direction  but  it  falls  far  short  of  the  $35  million  the 
PUO  CS  community  now  has  the  capacity  to  absorb  responsibly  and 
effectiuely. 

The  second  'budyet  neutral'  action  this  subcommittee  could  talce 
immediately  and  painlessly  is  to  reassure  USRID  that  this 
subcommittee's  strongly  recommended  language  in  the  FV'95 
appropriations,  that  USRID  spend  "no  less  than  $280  million  on  CS" 
and  no  less  than  "$25  million  for  micronutrlents"  were  not  intended  as 
ouerlapping  recommendations.  Malce  it  clear  to  USRID  that  in  FV'95  a 
total  of  $305  million  be  spend  on  Child  Suruiual  and  micronutrlents 
combined.    The  double  counting  technique  of  USRID  is  creatiue  but  it 
effectiuely  subuerted  the  intent  of  this  subcommittee  by  reducing 
money  auailable  for  Child  Suruiual  by  $25  million.  We  are  not  opposed 
to  combining  micronutrient  program  with  the  traditional  Child  Suruiual 
programs  of  immunizations  and  oral  rehydration  therapy.  UJe  are 
opposed  to  double  countiny  money  spend  on  either. 

Mr.  Callahan,   I  do  not  enuy  the  decisions  you  and  this  subcommittee 
must  malce.  Decisions  that  mean  life  or  death  to  real  people,  with  real 
children.  Vours  is  a  heauy  load,   I  wish  you  God's  strength  and 
blessing  in  carrying  it  out. 
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Mr.  Knollenberg.  I  presume  you  are  going  to  take  everything 
with  you.  Some  of  us  just  might  pick  some  of  that  up.  Thank  you 
very  kindly. 


Thursday,  March  30,  1995. 
AMERICAN  HELLENIC  INSTITUTE 

WITNESS 

EUGENE  T.  ROSSIDES,  CHAIRMAN,  AMERICAN  HELLENIC  INSTITUTE 
PUBLIC  AFFAIRS  COMMITTEE,  INC. 

Mr.  Knollenberg.  We  are  going  to  move  on  now  to  the  Amer- 
ican Hellenic  Institute,  Incorporated.  I  am  going  to  borrow  some 
advice  here.  Let  me  correct  in  saying  it  is  Mr.  Rossides,  Mr.  Eu- 
gene Rossides,  who  is  the  Chairman.  Mr.  Rossides. 

Mr.  Rossides.  Thank  you,  Mr.  Chairman.  We  appreciate  very 
much,  Mr.  Chairman,  the  opportunity  to  be  here  and  present  testi- 
mony in  these  important  areas.  In  the  interests  of  the  United 
States,  Mr.  Chairman,  I  am  going  to  make  six  points  that  we  want 
to  deal  with  today. 

We  oppose  all  military  and  economic  aid  to  Turkey.  It  is  unrea- 
sonable to  continue  aid  to  Turkey  in  view  of  Turkey's  massive  and 
illegal  invasion  of  northern  Iraq  last  week,  our  huge  debt  and  an- 
nual deficit,  our  enormous  domestic  needs,  the  end  of  the  cold  war, 
the  end  of  the  Warsaw  Pact,  the  break  up  of  the  Soviet  Union,  the 
demise  of  communism,  the  reduction  of  forces  in  the  U.S.,  NATO 
and  former  USSR,  the  lack  of  any  real  threat  to  Turkey,  Turkey's 
numerous  and  continuous  violations  of  U.S.  and  international  laws 
and  Turkey's  horrendous  human  rights  violation,  generally  and 
particularly  regarding  the  13  to  15,000,000  Kurdish  citizens  with 
the  use  of  U.S. -supplied  arms. 

We  support,  Mr.  Chairman,  H.R.  1274,  recently  introduced,  titled 
the  Turkish  Human  Rights  Compliance  Act,  recently  introduced  by 
Congressman  Andrews  for  himself,  Mrs.  Maloney,  Mr.  Bilirakis, 
Mr.  Zimmer,  Mr.  Manton  and  there  are  others  being  added.  The 
companion  bill  in  the  Senate  is  S-578,  introduced  by  Senator 
D'Amato  for  himself  and  Mr.  Pressler  and  co-sponsored  by  Senator 
Joe  Biden. 

These  bills  would  cut  aid  to  Turkey  by  $500,000  for  each  day 
that  Turkey  does  not  meet  certain  conditions  regarding  human 
rights,  regarding  civil  and  political  rights  for  the  Kurds,  removal 
of  the  troops  from  Cyprus,  lifting  of  the  illegal  embargo  on  Armenia 
and  the  restrictions  on  the  Christian  Orthodox  Patriarchate  in  Tur- 
key. 

Now,  Turkey's  invasion  last  week  of  northern  Iraq  is  an  illegal 
act  of  aggression  and  a  violation  of  the  U.N.  charter,  the  North  At- 
lantic Treaty,  the  U.S.  Foreign  Assistance  Act,  as  amended  and 
international  law  and  other  agreements.  Turkey's  assertion  that  its 
military  operation  is  in  accordance  with  international  law  giving 
Turkey  the  right  of  hot  pursuit  is  not  sustainable  legally  or  factu- 
ally. It  is  a  fantasy.  There  is  no  such  law  in  international  law  of 
hot  pursuit,  of  a  massive  invasion  of  another  person's  borders. 

The  actuality  is  that  there  is  a  limited  right  of  hot  pursuit  on  the 
high  seas,  Mr.  Chairman.  In  your  own  territorial  waters,  when  you 


372 

are  pursuing  a  craft  in  your  territorial  waters  and  it  goes  outside 
them,  you  are  allowed  hot  pursuit.  That  is  the  history  of  hot  pur- 
suit. It  is  just  a  fantasy.  As  a  matter  of  law,  the  U.N.  Charter,  Arti- 
cle 2,  paragraph  four  simply  states  that  it  does  not  allow  such  use 
of  force. 

Senator  Claiborne  Pell,  Kerry,  Feingold  and  Olympia  Snow  intro- 
duced Senate  Resolution  91,  condemning  Turkey's  invasion  of 
northern  Iraq  and  asking  that  the  Senate  condemn  it  and  in  very 
strong  language  of  former  Chairman  Pell  calling  it  an  illegal  act  of 
aggression  and  stating  that:  The  truth  is  that  Turkey's  action  is  no 
less  a  violation  of  international  law  than  Iraq's  invasion  of  Kuwait. 
Turkey's  militaristic  policy  towards  the  Kurds  goes  beyond  the  pale 
of  civilized  behavior.  It  is  time  for  the  U.S.  to  take  a  principled 
stand,  express  its  opposition  to  Turkey's  invasion  of  Iraq  and 
Kurdistan  and  cut  off  supplies  of  United  States  military  equipment 
to  Turkey. 

Now,  Mr.  Chairman  and  Mr.  Wilson,  Germany  has  cut  off  the 
military  aid  because  of  the  invasion.  They  stopped  a  subsidy  of 
$105  million  to  Turkey  for  the  building  of  some  naval  ships. 

Mr.  Pell  continued:  We  should  condemn  this  invasion  for  what  it 
truly  is,  a  clear  act  of  aggression  and  a  threat  to  international 
peace. 

Now,  the  distinguished  member  of  this  committee,  Mr.  John  Por- 
ter, probably  put  it  most  succinctly  and  starkly,  as  best  as  anybody 
has  portrayed  it  when  he  said  last  week  and  I  quote:  There  is  no 
question  that  the  Turkish  Government  in  the  guise  of  fighting  ter- 
rorism is  committing  genocide  against  the  Kurdish  people. 

Senator  D'Amato  when  he  introduced  his  Bill  578  stated:  The 
simple  truth  is,  Turkey  is  run  by  a  group  of  thugs  who  systemati- 
cally abuse  the  human  rights  of  its  own  citizens  and  neighboring 
nations  as  cruelly  and  viciously  as  the  world's  most  tyrannical  re- 
gimes. The  U.S.  condemns  Iran,  Iraq,  China,  Libya,  North  Korea, 
but  desperately  seeks  any  excuse  for  Turkey's  equally  vicious 
human  rights  record,  said  D'Amato. 

Now,  those  are  strong  words,  but  when  you  see  in  our  prepared 
statement,  Mr.  Chairman,  eyewitness  reports  by  reporters  regard- 
ing actions  in  Turkey,  1,000  villages  razed,  burned,  evacuated,  a 
million  and  a  half  refugees,  but  we  do  not  get  the  full  reports  on 
them.  We  get  them  periodically.  The  "Chicago  Tribune"  had  a  front 
page  story  and  others.  So,  the  actions,  that  this  committee  should 
certainly  not  be  contributing  one  nickel  of  U.S.  taxpayer  money  to 
them. 

Mr.  Knollenberg.  Mr.  Rossides,  one  comment. 

Mr.  Rossides.  Yes. 

Mr.  Knollenberg.  Would  you  conclude?  Your  time  has  expired. 
So,  if  you  could  just  bring  it  to  a 

Mr.  Rossides.  Right. 

This  committee  should  follow  the  Eisenhower  Doctrine  adopted 
in  1956  when  he  stopped  Britain,  France  and  Israel's  invasion  of 
Egypt  and  he  said  in  a  memorable  address  on  October  31,  1956, 
which  I  did  hear  that  tonight,  Mr.  Chairman.  Within  that  context, 
he  stated  that,  there  can  be  no  peace  without  law  and  there  can 
be  no  law  if  we  are  to  invoke  one  code  of  international  conduct  for 
those  who  oppose  us  and  another  for  our  friends. 
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Mr.  Chairman,  I  thank  you.  I  want  to  say  though  that,  any  mon- 
ies like  last  year's  monies  that  were  appropriated,  the  economic 
monies,  the  grant  monies,  the  first  monies  goes  to  the  $4  million 
that  Turkey  pays  its  U.S.  agents,  Hillenbrand  and  Capital  Line, 
$2.1  million  and  $650,000,  the  first  monies.  There  should  be  no 
grant  aid  and  no  military  aid  and  the  actions  of  invading  Iraq  only 
heighten  what  should  be  there  before  you. 

Then  my  prepared  statement  set  forth  the  legal  issues,  editorials 
from  the  "Times"  condemning  it,  the  "Christian  Science  Monitor" 
and  there  are  various  other  articles. 

Mr.  Knollenberg.  Do  you  have  other  information  you  would 
like  to  submit  for  the  record? 

Mr.  ROSSIDES.  No,  just  the  prepared  statement  for  the  record. 

Mr.  Knollenberg.  Very  good.  We  will  accept  that  obviously  and 
we  appreciate  you  being  here  today. 

Mr.  RossiDES.  I  appreciate  it  very  much,  Mr.  Chairman.  Thank 
you. 

[The  information  follows:] 


374 


statement  of  Eugene  T.  Rossides  on  behalf  of 

American  Hellenic  Institute  Public  Affairs  Committee,  Inc., 

James  Dimitriou,  Chairman,  AHEPA  Cyprus  and  Hellenic  Affairs  Committee, 

The  Hellenic  American  National  Council, 

The  Pan  Laconian  Federation  of  U.S.A.  and  Canada, 

The  Cyprus  Federation  of  America,  Inc.,  and 

The  Pan  Pontian  Federation  of  U.S. A  and  Canada, 

before  the 

House  Appropriations  Subcommittee  on  Foreign  Operations,  Export  Financing  and  Related  Programs 

March  30, 1995 

Table  of  Contents  Page 

Preliminary  Statement  2 

Greece  -  Strategic  NATO  Ally  Of  Proven  Loyalty  To  The  U.S.  And  The  West  8 

Turkey  -  Myth  And  Reality  Of  Turkey's  National  Security  Value  To  The  US.  9 

Turkey's  Acts  Of  Disloyalty  To  The  U.S.  And  NATO  And  Unreliability  As  An  Ally  -  Several  Actions  In  10 
Support  Of  The  Soviet  Military 

Turkey's  Blackmail  of  U.S.  And  Appeasement  Of  Saddam  Hussein  10 

Turkey's  War  Against  Its  20%  Kurdish  Minority  Using  U.S.  And  German  Supplied  Arms  11 

The  Persian  Gulf  War  18 

Turkey  Is  Greece's  Primary  Security  Threat  20 

The  "Tilt  towards  Turkey"  20 

Turkey's  U.S.  "Agents  of  Influence"  22 

24  Reasons  Why  It  Is  Not  In  The  Interests  Of  The  United  States  To  Give  Military  And  Economic  Aid  To  Turkey  23 
Need  To  Reassess  Relationship  With  Turkey  27 
Cyprus  28 
The  "Macedonia"  Issue  28 

25  Reasons  Why  The  United  States  In  Its  Own  Self  Interest  Should  Support  Greece's  Position  Regarding  FYROM  30 
Ecumenical  Patriarchate  and  the  Halki  Patriarchal  School  of  Theology  32 
Albania  33 
Armenia  33 


375 


Preliminary-  Statement 

Chairman  Callahan  and  Members  of  the  Subcommittee: 

In  the  interests  of  the  United  States 

1  We  oppose  all  military-  and  economic  aid  to  Turkey  for  the  twent>-three  reasons  set  forth  below  It  is 
uru^easonable  to  continue  aid  to  Turke>  in  \ie\v  of  Turkey's  massive  and  illegal  invasion  of  Northern  Iraq  last  week,  our 
huge  debt  and  annual  deficit,  our  enormous  domestic  needs,  the  end  of  the  Cold  War,  the  end  of  the  Warsaw  Pact,  the 
breakup  of  the  Soviet  Union,  the  demise  of  communism,  the  reduction  of  armed  forces  in  the  U  S  ,  NATO  and  the  former 
USSR.,  the  lack  of  any  real  threat  to  Turkey,  Turkey's  numerous  and  continuing  violations  of  US  and  inlernational  laws 
and  Turkey's  horrendous  human  rights  violations,  generally  and  in  particular  against  its  13-15  million  Kurdish  citizens, 
including  the  use  of  U.S. -supplied  arms  to  suppress  the  efforts  of  its  Kurdish  citizens  to  obtain  normal  human  rights 

We  support  H.R-  1274.  the  "Turkish  Human  Rights  Compliance  Act,"  introduced  by  Congressman  Robert 
Andrews  (D-NJ)  for  himself.  Congresswoman  Carolyn  Maloney  (D-NY),  Congressman  Michael  Bilirakis  (R-FL), 
Congressman  Richard  Zimmer  (R-NJ)  and  Congressman  Thomas  Manton  (D-NY),  and  the  companion  bill  in  the  Senate, 
S  578,  introduced  by  Senator  Alfonse  DAmato  (R-N\')  for  himself  and  Senator  Larn,  Pressler  (R-SD)  and  co-sponsored  b)' 
Senator  Joe  Biden  (D-DE)  H R.  1274  and  S  578  limii  "assistance  for  Turkey  under  the  Foreign  Assistance  Act  of  1961 
and  the  Arms  Export  Control  Act  until  that  country  complies  with  certain  human  rights  standards"  H.R.  1274  and  S  578 
would  cut  aid  to  Turkey  by  $500,000  for  each  da>  that  Turke>  does  not  meet  the  following  conditions: 

1 )  allows  free  and  unfettered  monitoring  of  the  human  rights  envirormient  within  its 
territory  b>'  domestic  and  inlernational  human  rights  monitoring  organizations, 
including,  but  not  limited  to,  the  Turkish  Human  Rights  Association,  the  Conference  on 
Security  and  Cooperation  in  Europe.  Amnesty  International,  and  Human  Rights  Watch; 

2)  recognizes  the  ci\  il,  cultural,  and  human  rights  of  its  Kurdish  citizens,  ceases  its 
military  operations  against  Kurdish  civilians  and  takes  demonstrable  steps  towards  a 
peacefiil  resolution  of  the  Kurdish  issue; 

3)  takes  demonstrable  steps  toward  the  total  withdrawal  of  ils  militan,  forces  from  C)prus 
and  demonstrates  its  support  for  a  sclllement  recognizing  the  so\ereignty ,  independence 
and  territorial  integnty  of  Cyprus  with  a  constitutional  democracy  based  on  majority- 
rule,  the  rule  of  law  and  the  protection  of  minority  rights; 

4)  compleleh  removes  its  blockade  of  United  Stales  and  international  assistance  to 
Armenia;  and 

5)  lifts  official  restnctions  on  Christian  churches  and  schools  and  offers  sufficienl 
protection  against  acts  of  \-iolence  and  harassment  directed  at  members  of  the  clergy  and 
offers  sufficient  protection  against  acts  of  vandalism  directed  at  church  and  school 
property. 

Turkey's  invasion  of  northern  Iraq  is  an  illegal  act  of  aggression  and  a  violation  of  the  United  Nations  Charter,  the 
North  Atlantic  Treaty-,  the  US  Foreign  Assistance  Act  of  1961,  as  amended,  the  U.S.  Arms  Export  Control  Act, 
international  law-  and  other  international  agreements. 

Turkey's  assertion  that  its  military  operation  is  in  accordance  with  international  law  giving  Turkey  the  right  of 
"hot  pursuit,"  is  not  sustainable  legally  or  factually.  The  United  Nations  Charter  Preamble,  article  1  and  article  2{4) 
prohibit  such  use  of  force,  as  does  the  North  Atlantic  Treaty  Preamble  and  article  1.  Turkey's  assertion  that  the  operation 
will  last  several  weeks  contradicts  factually  their  argument  of  "hot  pursuit."  As  a  matter  of  law  there  is  no  nght  of  "hot 
pursuit"  authorizing  a  massive  invasion  of  another  country  And  if  there  were  such  a  right  in  customarj-  international  law, 
the  United  Nation's  Charter,  to  which  Turkey  is  a  signator\',  supersedes  it  and  renders  it  null  and  \oid  as  being  inconsistent 
with  obligations  under  the  U.N.  Charter. 

United  Nations  Charter  Article  2(4)  states: 
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(4)  AH  members  shall  refrain  in  their  international  relations  from  the 

threat  or  use  of  force  against  the  territorial  integrit>'  or  political  independence  of  any 
state,  or  in  any  other  manner  inconsistent  with  the  Purposes  of  the  United  Nations 

Turkey's  invasion  of  Iraq  with  U  S  -suplied  arms  and  equipment  also  violates  the  US  Foreign  Assistance  Act  of 
1961,  as  amended,  (see  section  505(d))  and  the  US.  Arms  Export  Control  Act  (see  section  3(c)) 

Senator  Claiborne  Pell  (D-Ri)  introduced  on  March  23,  1995,  for  himself  and  Senators  John  Kerry  (D-MA),  Russ 
Feingold  (D-WI),  and  Olympia  Snowe  (R-ME).  S  Res  91  condemning  Turkey's  invasion  of  Nonhern  Iraq  and  asking  "That 
the  Senate: 

1)  Condemns  Turkey's  invasion  of  Northern  Iraq  as  an  illegal  act  of  aggression  and  a 
violation  of  international  law,  inconsistent  with  Turkey's  obligations  under  the  Charter 
of  the  United  Nations,  the  North  Atlantic  Treaty,  and  other  international  agreements, 

2)  Calls  upon  the  President  of  the  United  Stales  to  express  strong  U.S.  opposition  to 
Turkey's  invasion  of  Northern  Iraq. 

3)  Urges  the  United  States  at  the  United  Nations  Security  Council  to  condemn  Turkey's 
illegal  act  of  aggression  and  bring  about  an  immediate  and  unconditional  withdrawal; 

4)  Denounces  Turkey's  consistent  pattern  of  human  rights  violations  against  ethnic  Kurds; 

5)  Condemns  all  acts  of  terror,  including  those  by  PKK  forces  against  Turkish  civilian, 
military  and  other  targets; 

6)  Supports  the  maintenance  of  Operation  Provide  Comfort  and  the  continuation  of  other 
non-governmental  humanitarian  assistance  for  the  Kurds  of  Northern  Iraq" 

Senator  Pell  (D-RI),  ranking  member  of  the  Senate  Foreign  Relations  Committee,  made  the  following  statement  on 
the  Senate  floor  at  the  time  of  the  introduction  of  S  Res  91: 

Mr.  President,  five  years  ago,  when  Iraqi  forces  crossed  the  border  and  invaded  Kuwait,  the 
international  community-with  the  United  States  at  the  forefront-<ondemned  the  aggression  and  vowed 
that  it  would  not  stand.  This  week,  more  than  35,000  Turkish  forces  invaded  Iraqi  Kurdistan  under  the 
assertion  of  being  engaged  in  hot  pursuit  of  Kurdish  terrorists  The  truth  is  that  Turkey's  action  is  no  less 
a  violation  of  international  law  than  Iraq's  invasion  of  Kuwait. 

The  official  United  States  position  is  that  Turkey  faces  a  legitimate  threat  from  the  Kurdish 
Workers  Party—also  known  as  the  PKK-a  Kurdish  separatist  group  based  in  Turkey  that  advocates  the 
establishment  of  an  independent  Kurdish  state 

The  PKK  is  a  terrorist  organization,  and  Turkey  has  a  right  to  defend  its  citizens  against  the 
unlawfiil  use  of  terror.  Where  I  draw  the  line,  however,  is  Turkey's  use  of  terrorism  as  a  pretense  for  its 
full-scale  invasion  of  Iraqi  Kurdistan  and  as  a  justification  for  its  consistent  pattern  of  human  rights 
violations  against  innocent  Kurdish  civilians  in  southeast  Turkey 

There  is  no  way  that  the  Turkish  forces  can  distinguish  between  the  Turkish  Kurds  that  presently 
reside  in  Northern  Iraq.  Nor  can  they  reasonably  determine  which  Turkish  Kurd  is  an  armed  terrorist, 
and  which  is  an  innocent  civilian  refugee  The  result  is  that  innocent  Kurds-be  they  Iraqi  or  Kurdish- 
are  being  harassed,  terrorized,  and  killed  by  Turkish  forces 

I  think  that  there  is  fundamental  truth  that  Turkey  attempts  to  obscure  in  its  approach  to  the 
Kurdish  issue.  The  fact  is  that  Kurdish  experiment  with  self-rule  in  Northern  Iraq  threatens  and 
undermines  Turkey's  identity.  By  conducting  this  invasion,  Turkey  has  exposed  that  it  cares  little  about 
Iraq's  territorial  integrity,  and  only  wants  to  keep  the  Kurdish  people  in  check. 

The  United  States  apparently  has  given  the  green  light  to  Prime  Minister  Ciller's  military 
adventure.  Moreover,  it  is  nearly  certain  that  the  Turkish  military  is  using  equipment  and  supplies  of 
United  States  origin  in  its  brutal  war  against  the  Kurds. 

Turkey's  militaristic  policy  towards  the  Kurds  goes  beyond  the  pale  of  civilized  behavior.  It  is 
tipic  for  the  Ujiited  States  to  take  a  principled  stand,  express  its  opposition  to  Turkey's  invasion  of  Iraqi 
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Kurdistan,  and  cut  off  supplies  of  United  Slates  military  equipment  to  Turkey  If,  as  reports  today 
suggest,  this  operation  is  to  extend  for  the  next  3  to  5  weeks,  then  it  is  an  outright  falsehood  to  say  that 
Turkey  is  engaged  in  hot  pursuit  We  should  condemn  this  invasion  for  what  it  truh  is--a  clear  act  of 
aggression  and  a  threat  to  international  peace 

In  this  regard,  1  am  submitting  today  with  Senators  Kerry,  Feingold.  and  Snowe  a  resolution  that 
does  just  that  In  addition  to  condemning  the  in\asion,  the  resolution  calls  upon  the  President  to  oppose 
Turkey's  action,  and  urges  the  United  Stales  to  lead  an  effort  at  the  United  Nations  Security  Council 
calling  for  an  immediate  and  unconditional  withdrawal  The  resolution  denounces  both  Turkey's 
consistent  pattern  of  human  rights  violations  against  the  Kurds  and  the  violence  perpetrated  by  terrorists, 
including  the  PKK  Finally,  the  resolution  calls  for  a  continuation  of  Operation  Provide  Comfort,  which 
is  crucial  to  the  protection  of  civilians  in  Iraqi  Kurdistan 

The  distinguished  member  of  this  Committee,  Mr   John  Porter  (R-IL),  succinctly  and  starkly  portrayed  the 
situation  when  he  said: 

There  is  no  question  that  the  Turkish  government,  in  the  guise  of  fighting 
terrorism,  is  committing  genocide  against  the  Kurdish  people  (Washington  Post.  March 
23,  1995,  A24,  cor4J 

Senator  D'Amato  (R-NY)  released  the  following  statement  when  he  introduced  S  578  on  March  20,  1995: 

U.S.  Senator  Alfonse  M  D'Amato  (R-NY)  today  introduced  legislation  that 
would  cut  all  future  US  aid  to  the  nation  of  Turkey  by  $500,000  a  day  unless  Turkey 
dramatically  improves  its  human  rights  record 

"The  simple  truth  is  that  Turkey  is  run  by  a  group  of  thugs  who  systematically 
abuse  the  human  rights  of  its  own  citizens,  and  those  of  neighboring  nations,  as  cruelly 
and  viciously  as  the  world's  most  tyrannical  regimes  The  U.S.  condemns  Iraq,  Iran, 
China,  Libya,  and  North  Korea,  but  desperately  seeks  any  excuse  for  Turkey's  equally 
vicious  human  rights  record,"  said  D'Amato,  a  long  time  proponent  of  linking 
continued  U.S.  financial  assistance  to  ending  Turkey's  human  rights  abuses 

Senator  D'Amato  pointed  to  international  human  rights  agreements  which 
Turkey  has  signed  but  arrogantly  ignores,  including  the  UN  Universal  Declaration  of 
Human  Rights,  the  Final  Act  of  the  Conference  on  Security  and  Cooperation  in  Europe, 
and  the  European  Convention  on  Human  Rights 

The  legislation,  co-sponsored  by  Senator  Larry  Pressler  (R-SD),  sets  up  a  series 
of  requirements  that  Turkey  must  adhere  to  in  order  to  receive  any  US  aid  for  Fiscal 
Year  1996    The  FY1995  budget  authorized  $365  million  dollars  in  loans  for  Turkey. 

The  1996  requirements  set  for  Turkey  by  the  D'Amato  legislation  are: 

•  allow  international  human  rights  monitors  on  Turkish  soil; 

•  cease   any   military   action    towards   and   recognize   the   rights   of  its 
15,000,000  Kurdish  citizens, 

•  take  steps  toward  withdrawing  its  troops  from  Cyprus; 

•  remove  its  blockade  of  U.S.  and  international  assistance  to  Armenia  and; 

•  remove  official  restrictions  on  Christian  churches  and  schools  and  protect 
Christian  clergy  and  property  from  acts  of  violence. 

D'Amato  said  that  for  every  day  Turkey  fails  to  comply  with  these  conditions, 
$500,000  will  be  withheld  from  any  U.S.  grants  or  loans  from  that  nation.  The 
President  can  waive  the  restrictions  if  it  is  in  the  national  security  interest  of  the  United 
States. 
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"The  State  Department  reported  that  the  brtitahty  has  worsened  with  each 
succeeding  year,"  the  Senator  stated.  "The  US  must  not  allow  American  tax  dollars  to 
subsidize  a  criminal  Turkish  regime  which  knows  no  bounds  on  human  rights 
violations  This  intolerable  polic)'  must  be  changed  to  reflect  American  concern  for  our 
cherished  principles  of  human  rights  " 

While  the  US  Administration  has  given  its  approval  to  Turkey's  invasion  of  Iraq,  other  NATO  countries 
including  France,  Britain  and  Germany  have  criticized  Turkey's  violation  of  Iraqi  sovereignty  The  French  Foreign 
Minister  Alain  Juppe  has  denounced  Turkey's  invasion  as  a  violation  of  international  law  and  the  UN  Charter  and  an 
assault  on  human  rights  The  German  foreign  minister,  in  Ankara  for  a  diplomatic  visit,  has  demanded  the  withdrawal  of 
Turkish  troops  from  Iraq  And  the  British  Foreign  Office  has  stated  its  clear  concern  for  the  principle  of  territorial 
integrity. 

Thus  the  Administration  is  defending  Turkey's  aggression  and  violation  of  international  law  and  human  rights 
while  our  key  NATO  allies  are  properly  condemning  Turkey's  actions 

Germany  has  suspended  military  aid  to  Turkey  because  of  Turkey's  invasion  of  Iraq  The  German  decision  affects 
$105  million  in  subsidies  which  were  to  help  pay  for  two  ships  for  Turkey's  navy  to  be  built  in  Germany.  Germany's 
Chancellor  and  Foreign  Minister  Klaus  Kinkel  have  agreed  that  the  aid  will  not  go  forward  unless  it  is  specifically  approved 
by  the  German  Parliament.  Foreign  Minister  Kinkel  made  it  clear  that  such  approval  should  be  linked  to  a  Turkish 
withdrawal  from  northern  Iraq  Mr  Kinklel  said  he  was  "shocked"  by  a  statement  by  Turkish  President  Suleiman  Demirel 
that  the  troops  could  stay  in  place  for  up  to  a  year.  Mr  Kinkel  said  that  Mr.  Demirel  promised  the  troops  would  be  out 
quickly  in  a  conversation  last  week.  (Report  by  Al  Pessin,  Voice  Of  America  correspondent  in  Ankara,  March  27,  1995) 

This  White  House  and  this  State  Department  do  not  seem  to  understand  what  the  nile  of  law  means  Five  years 
ago  the  White  House  and  State  Department  led  an  extraordinary  and  successful  effort  to  oppose  aggression  by  Iraq  against 
Kuwait   This  Administration  is  destroying  the  precedent  for  the  rule  of  law  established  by  the  Persian  Gulf  War. 

Further,  this  Administration  rightly  criticizes  the  use  of  massive  military  force  by  Russia  in  Chechnya  yet  endorses 
Turkey's  violation  of  international  borders 

The  State  Department  is  out-of-control  on  this  issue  and  the  White  House  should  reject  its  advice  If  the  White 
House  has  taken  its  position  on  its  own,  then  it  also  is  out-of-control  Who  specifically  is  giving  the  legal  advice  on  this 
issue? 

The  Eisenhower  Doctrine 

What  is  needed,  Mr.  Chairman,  is  the  application  of  the  Eisenhower  Doctrine  to  Turkey's  aggression  President 
Eisenhower  in  October,  1956  condemned  and  reversed  the  invasion  of  Egypt  by  Britain,  France  and  Israel  It  is  worth 
recalling  Eisenhower's  words  during  the  1956  Middle  East  crisis.  In  his  memorable  October  31,  1956  television  and  radio 
report  to  the  Nation  Eisenhower  said,  in  part: 

We  believe  this  action  to  have  been  taken  in  error,  for  we  do  not  accept  the  use 
of  force  as  a  wise  or  proper  instrument  for  the  settlement  of  international  disputes. 

**** 
The  present  fact  nonetheless  seems  clear.    The  action  taken  can  scarcely  be 
reconciled  with  the  principles  and  purposes  of  the  United  Nations  to  which  we  have  all 
subscribed    And  beyond  this  we  are  forced  to  doubt  that  resort  to  force  and  war  will  for 
long  serve  the  permanent  interests  of  the  attacking  nations. 

Now  we  must  look  to  the  fiiture. 

**** 

In  all  the  recent  troubles  in  the  Middle  East  there  have,  indeed,  been  injustices 
suffered  by  all  nations  involved.  But  1  do  not  believe  that  another  instrument  of 
injustice—war— is  a  remedy  for  these  wrongs. 
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There  can  be  no  peace  without  law.  And  there  can  be  no  law  if  we  were  to 
invoke  one  code  of  international  conduct  for  those  who  oppose  us  and  another  for  our 
friends. 

The  society  of  nations  has  been  slow  in  developing  means  to  apply  this  truth. 
But  the  passionate  longing  for  peace  on  the  part  of  all  peoples  of  the  earth  compels  us  to 
speed  our  search  for  new  and  more  effective  instruments  of  justice 

The  peace  we  seek  and  need  means  much  more  than  mere  absence  of  war  It 
means  the  acceptance  of  law  and  the  fostering  of  justice  in  all  the  world 

To  our  principles  guiding  us  in  this  quest  we  must  stand  fast.  In  so  doing  we 
can  honor  the  hopes  of  all  men  for  a  world  in  which  peace  will  truly  and  justly  reign. 
(N.Y.Times.  Nov.  1,  1956,  at  AI4,  col  5,  emphasis  added.) 

Congress  has  been  pressured  in  the  past  by  the  Administration,  particularly  the  State  Department,  to  go  soft  on 
Turkey,  to  overlook  Turkey's  horrendous  human  rights  record,  in  short  to  appease  Turkey.  The  appeasement  of  Turkey  and 
the  application  of  a  double  standard  to  Turkey  has  led  Turkey  to  believe  she  can  get  away  with  the  invasion  of  Northern 
Iraq. 

Congress,  in  the  interests  of  the  United  States,  should  not  let  this  happen.  Congress  should  not  let  Turkey's 
aggression  stand  Congress  can  and  should  act  to  stop  all  economic  and  military  aid  to  Turkey  and  should  also  consider 
economic  sanctions. 

2  We  support  military  aid  for  Greece  as  long  as  Turkey  keeps  its  illegal  35,000  man  army  of  occupation  and  its 
80,000  illegal  colonists/settlers  in  the  occupied  territory  of  Cyprus,  and  maintains  its  125,000  man  Army  of  the  Aegean 
aimed  at  Greece's  Aegean  islands  Turkey  is  the  main  security  threat  to  Greece.  For  career  officials  in  the  State 
Department  and  Defense  Department  to  deny  this  is  to  deny  reality.  Turkey  has  been  maneuvering  in  Albania,  Bosnia,  the 
Former  Yugoslav  Republic  of  Macedonia  and  the  Balkans  generally. 

3  We  support  the  amount  of  $15  million  in  humanitarian  aid  for  Cyprus. 

4  We  oppose  any  assistance  to  the  Former  Yugoslav  Republic  of  Macedonia  (FYROM)  until  FYROM  meets  the 
conditions  for  recognition  set  forth  in  the  European  Community's  Declarations  of  December  16,  1991  and  June  27,  1992, 
endorsed  by  the  Bush  Administration  and  by  presidential  candidate  Clinton  on  October  2,  1992.  Those  conditions  are: 

•  no  use  in  its  name  of  the  term  "Macedonia,"  which  implies  territorial  claims; 

•  the  adoption  of  constitutional  and  political  guarantees  ensuring  that  it  has  no  territorial 
claims  towards  a  neighboring  community  state;  and 

•  no  hostile  propaganda  activities  versus  a  neighboring  community  state. 

FYROM  President  Kiro  Gligorov  has  continued  his  intransigence.  The  Gligorov  government  acted  with  extreme 
provocation  by  adopting  in  August  1992  the  Greek  Star  of  Vergina  for  FYROM's  flag.  In  view  of  that  provocative  act  we 
add  a  fourth  condition-  removal  of  symbols  such  as  the  Greek  Star  of  Vergina,  which  imply  territorial  expansion.  To  date 
FYROM  is  not  in  compliance  with  the  above  conditions.  (See  infra,  "25  Reasons  Why  The  United  States  In  Its  Own  Self- 
interest  Should  Support  Greece's  Position  Regarding  FYROM") 

We  support  the  resolution  to  be  introduced  by  Congressman  Gerald  Solomon  (R-NY),  and  the  companion  bill  in 
the  Senate,  S.Con.Res  7,  introduced  by  Senator  Olympia  Snowe  (R-ME)  which  expresses  the  sense  of  Congress  that  the 
President  should  not  have  extended  diplomatic  recognition  to  the  Skopje  regime  that  insists  on  using  the  Greek  name  of 
Macedonia  and  that  the  President  should  reconsider  this  decision  and  withdraw  diplomatic  recognition  of  FYROM  until 
the  Skopje  regime: 

•  renounces  its  use  of  the  name  Macedonia, 

•  removes  objectionable  language  in  its  constitution  (the  Preamble,  Articles  3  and  49) 
which  imply  territorial  expansion; 
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•  removes  symbols  which  imply  territorial  expansion  such  as  the  Star  of  Vergina  in 
their  flag; 

•  ceases  propaganda  against  Greece;  and 

•  adheres  fiiUy  to  Conference  on  Security  and  Cooperation  in  Europe  norms  and 
principles. 

We  wish  FYROM  well,  but  it  is  up  to  them  to  remove  the  impediments  to  normal  relations  with  Greece  which 
FYROM  created,  and  the  United  Stales,  in  its  own  self  interest,  should  inform  FYROM  that  it  must  remove  those 
impediments.  The  removal  of  the  impediments  is  what  will  bring  stability  to  the  area. 

5.  We  oppose  any  assistance  to  Albania  as  long  as  Albania  continues  its  substantial  violations  of  the  human  rights 
of  its  large  ethnic  minority  of  Greeks  in  Albania.  The  abuse  by  the  Albanian  government  of  the  human  rights  of  its  Greek 
citizens  has  not  received  the  attention  it  deserves 

6.  We  further  oppose  any  assistance  to  Turkey,  of  whatever  nature,  until  the  Turkish  Go\ernment: 

a)  ensures  the  proper  protection  for  the  Patriarchate  and  all  Orthodox  Christian  faithful 
residing  in  Turkey; 

b)  reopens  the  Haiki  Patriarchal  School  of  Theology; 

c)  provides  for  the  proper  protection  and  safety  of  the  Ecumenical  Patriarch  and  the 
Patriarchate  personnel; 

d)  establishes  conditions  that  would  prevent  the  reoccurrence  of  past  terrorist  acti\ities  and 
vandalism  and  other  personal  threats  agaiitst  the  Patriarch; 

e)  establishes  conditions  to  ensure  that  the  Patriarchate  is  free  to  carry  out  it's  religious 
mission;  and 

f)  does  everything  possible  to  find  and  punish  the  perpetrators  of  any  provocative  and  terrorist 
acts  against  the  Patriarchate. 


As  a  matter  of  law.  Turkey  is  presently  ineligible  for  foreign  aid  under  Sections  116  and  502B  of  the  Foreign 
Assistance  Act  of  1961,  as  amended,  because  of  its  "consistent  pattern  of  gross  violations  of  internationally  recognized 
human  rights"  in  Turkey  and  in  Cyprus. 

On  December  29,  1992,  Helsinki  Watch  released  a  78  page  report  entitled  Broken  Promises:  Torture  and  Killings 
Continue  in  Turkey  It  is  a  devastating  report  of  brutality  and  barbarism  The  report  states  that  "Turkish  security  forces 
have  shot  and  killed  seventy-four  people  in  house  raids,  and  the  evidence  suggests  that  the  killings  were  deliberate 
executions "  The  report  charges  that  "165  (Kurdish)  community  leaders  in  southeast  Turkey  have  been  assassinated  by 
unknown  assailants  in  1992."  I  urge  the  Subcommittee  members  to  read  the  three-page  press  release  accompanying  the 
report,  attached  as  Exhibit  1. 

Helsinki  Watch  recommends  "that  the  United  States  end  all  military  and  security  assistance  to  Turkey  until  such 
time  as  Turkey  no  longer  manifests"  the  "consistent  pattern  of  gross  human  rights  abuses"  set  forth  in  the  report. 

Since  the  Helsinki  Watch  Report  of  December  29,  1992,  matters  have  gotten  worse.  The  Turkish  government  has 
stepped  up  its  war  against  its  Kurdish  citizens  with  the  illegal  use  of  American  and  German  supplied  arms  and  equipment 
including  6  US  Cobra  gunboat  helicopters 

Turkey's  violations  of  human  rights  equal,  and  probably  exceed,  those  of  China  and  Iraq  And  Turkey  has  violated 
more  laws  than  Saddam  Hussein's  Iraq  since  Turkey  also  violated  the  North  Atlantic  Treaty  and  U.S.  foreign  assistance 
laws.  Iraq  is  not  a  member  of  NATO  and  does  not  receive  any  aid  from  the  U.S.  under  our  aid  laws 

The  open  US.  support  for  the  Turkish  govertunent's  attacks  on  its  20%  Kurdish  minority  in  Turkey  and  in  Iraq 
using  U.S.  (and  German)  supplied  arms  and  equipment  is  a  national  disgrace  and  contrary  to  U.S.  law.  Money  authorized 
by  this  committee  is  directly  connected  with  Turkey's  armed  attacks  on  its  Kurdish  citizens.  We  stronelv  urge  the 
Committee  to  disassociate  itself  from  the  Executive  Branch  on  this  issue  and  not  authorize  aid  to  Turkey. 

Turkey's  continuing  violations  of  the  United  Nations  Charter  (Article  2,  paragraph  4)  and  the  North  Atlantic 
Treaty  fPreamble  jnd  Article.  1)  by  its  invasion  of  Cyprus  in  1974,  its  occupation  of  37.3%  of  Cyprus  for  twenty  years  with 
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35,000  illegal  occupation  troops  and  80,000  illegal  Turkish  colonists/settlers  and  its  failure  to  negotiate  in  good  faith  a 
Cyprus  settlement  as  required  by  the  amendment  lifting  the  remaining  partial  embargo  in  1978,  also  render  it  ineligible  for 
US.  aid    Our  aid  to  Turkey  is  clearly  a  major  obstacle  to  progress  in  the  U.N  sponsored  Cyprus  negotiations 

Money  is  fungible.  Our  military  and  economic  aid  to  Turkey  indirectly  subsidizes  Turkey's  costs  of  its  occupation 
of  Cyprus,  the  $4  million  Turkey  paid  in  1994  to  its  several  U.S.  "agents  of  influence"  registered  as  foreign  agents  with  the 
Justice  Department  and  part  of  the  costs  of  its  125,000  man  Army  of  the  Aegean  aimed  at  Greece's  Aegean  islands  and  the 
250,000  Turkish  soldiers  involved  in  armed  suppression  of  the  Kurds 

Turkey's  US.  "agents  of  influence"  include  Fleishman-Hillard,  Inc  ,  which  replaced  Hill  &  Knowlton,  and 
Capitoline/  MS&L.,  G.P  ,  which  replaced  International  Advisors,  Inc.,  Arnold  and  Porter  and  others  John  Brady,  the  long 
time  chief-of  staff  of  the  House  Foreign  Affairs  Committee  who  retired  in  1993  and  joined  Capitoline,  was  promptly  hired 
by  Turkey.  These  U.S.  "agents  of  influence"  have  been  and  are  an  integral  part  of  Turkey's  misinformation  and  propaganda 
campaign  aimed  at  covering  up  Turkey's  horrendous  human  rights  violations,  its  minimal  strategic  value  and  its  record  of 
unreliability  as  an  ally 

It  does  not  matter  which  theory  of  diplomacy  one  follows-  realism,  pragmatism,  expediency,  realpolitik  or 
morality-  it  is  still  not  in  the  interests  of  the  US  to  give  any  aid  to  Turkey  until  Turkey  ceases  its  violations  of  human 
rights  and  the  rule  of  law 

When  are  we  going  to  slop  the  double  standard  on  the  rule  of  law  and  human  rights  for  Turkey? 

When  are  we  going  to  stop  the  appeasement  of  Turkey? 

When  are  we  going  to  stop  turning  a  blind  eye  to  Turkey's  ethnic  cleansing  and  genocidal  attacks  against  its 
Kurdish  citizens  in  Turkey  and  Iraq  and  its  ethnic  cleansing  in  Cyprus  against  the  Greek  Cypriots? 

Background  Statement 

Greece-  Strategic  NATO  Ally  Of  Proven  Loyalty  To  The  U.S.  And  The  West 

From  an  historical  perspective  Great  Britain,  France  and  Greece,  have  been  our  most  loyal  and  trusted  allies  in  this 
century.  Greece's  historic  role  as  an  ally  of  the  US  in  this  century  has  been  little  noted  nor  fully  understood  The 
following  should  be  kept  in  mind  in  analyzing  Modern  Greece  and  the  role  it  has  played  in  this  century 

In  World  War  I,  Greece  sided  with  the  allies  and  played  an  important  role  in  the  Balkans  while  Turkey  fought 
against  the  US  as  an  ally  of  Germany. 

In  World  War  II,  Greece  again  was  our  ally  and  played  a  crucial  role  in  the  fight  against  the  Axis  powers. 
Greece's  famous  reply  of  "OXI!"  (NO!)  on  October  28,  1940  to  Mussolini's  ultimatum  to  surrender  and  the  defeat  of 
Mussolini's  army  by  Greek  forces  gave  the  first  taste  of  victory  to  the  Allies  against  fascism 

Greece's  success  against  Mussolini  forced  Hitler  to  change  his  plans  and  divert  valuable  troops,  arms  and 
equipment  to  invade  Greece  Hitler's  invasion  of  Greece  delayed  by  several  weeks  his  invasion  of  the  Soviet  Union,  a 
development  that  has  been  credited  by  military  experts  and  historians  as  one  of  the  main  factors  that  contributed  ultimately 
to  the  Soviet  Union's  defeat  of  Hitler  Karl  E.  Meyer,  in  a  New  York  Times  Editorial  Footnote,  stated  that  Hitler  believed 
that  the  4  weeks  it  took  Germany  to  subdue  Greece  was  responsible  for  his  losing  the  war  against  the  Soviet  Union.  (N.Y. 
Times,  April  16,  1994,  A20,  col.  1.) 

During  the  Nazi  Occupation,  Greek  resistance  activities  forced  the  Germans  to  retain  a  large  number  of  troops  in 
Greece,  which  otherwise  would  have  been  deployed  to  the  Eastern  Front  and  in  North  Africa,  and  could  have  tipped  the 
balance  in  the  final  outcome  of  both  of  those  campaigns. 

In  contrast  with  Greece,  Turkey  failed  to  honor  its  treaty  with  Britain  and  France  to  enter  the  war  and  remained 
neutral  and  profited  from  both  sides.  In  fact,  Turkey  supplied  Hitler  with  chromium,  a  vital  resource  to  Nazi  Germany's 
armaments  industry  and  war  effort.  See  F.  Weber,  The  Evasive  Neutral  44  (1979)  and  A.Spear,  Inside  the  Third  Reich  316- 
17,  405,  550  n.  10  (1970). 
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Greece's  unique  geopolitical  position  in  the  Balkans  and  the  Eastern  Mediterranean  makes  it  the  strategic  xey  to 
the  area  as  was  dramatized  after  WWII  when  the  U.S.  Congress  enacted  the  Truman  Doctrine  in  1947  to  stop  Soviet 
expansion  in  Europe  and  the  Eastern  Mediterranean. 

The  defeat  of  the  communists  in  the  Greek  Civil  War  (1946  to  1949),  with  Greek  blood  and  American  arms 
provided  under  the  Truman  Doctrine,  was  an  historic  turning  point  in  the  ciost-World  War  II  Cold  War  period  Stopping  a 
communist  takeover  of  Greece  prevented  Stalin's  domination  of  the  Aegean  Sea  and  Eastern  Mediterranean  and  the 
strategic  encirclement  by  the  Soviet  Union  of  the  Middle  East  oil  resources,  including  the  Persian  Gulf  area 

Stalin  and  Tito  supported  the  communist  insurgency  in  Greece  and  supplied  them  with  arms,  equipment  and  food 
from  protected  bases  in  Yugoslavia's  Skopje  area  In  1945,  Tito  changed  the  name  of  the  Skopje  province  from  Vardar 
Banovina  to  "Macedonia"  as  part  of  his  plan  to  annex  Greece's  northern  province  of  Macedonia  and  its  second  largest  city, 
the  port  of  Salonika.  Stalin  and  Tito's  attempt  to  dismember  Greece  explains  the  sensitivity  of  Greece  today  to  the  Skopje 
regimes'  name,  flag,  symbols  and  references  in  its  constitution  to  a  greater  Macedonia. 

Greece  played  an  important  role,  as  part  of  the  Coalition  in  the  Desert  Shield/Desert  Storm  Persian  Gulf  War.  The 
Souda  Bay  NATO  naval  base  in  Crete  was  (and  is)  of  crucial  importance  to  the  projection  of  American  seapower  in  the 
Eastern  Mediterranean  The  US  Air  Force  base  at  Iraklion,  Crete,  was  of  substantial  importance  for  the  projection  of  the 
U.S.  air  power  in  the  Eastern  Mediterranean  (Iraklion  has  closed  down  following  the  establishment  of  air  bases  in  the 
Persian  Gulf  area).  Both  bases  were  authorized  by  Greece  to  operate  24  hours  a  day  as  of  August  2,  1990,  the  day  of  Iraq's 
invasion  of  Kuwait  Further,  Greece  authorized  32,000  overflights  during  the  Desert  Shield  buildup  of  coalition  forces. 
Greek  shipping  tonnage  also  provided  major  support  for  the  buildup  of  arms  and  supplies  to  the  Persian  Gulf 

Greece  has  become  of  added  importance  to  the  U.S.  in  the  past  3  years  because  of  the  turmoil  in  the  Balkans 
following  the  breakup  of  'Vugoslavia  Greece,  the  oldest  democracy  in  the  Balkans  and  the  strongest  economy  in  the  region 
can  play  an  important  role  in  bringing  democracj',  stability  and  economic  progress  to  the  Balkans,  which  are  fimdamental 
US  -policy  aims.  Greece  is  the  strategic  and  economic  key  for  the  US.  in  the  Balkans  In  Bulgaria,  for  example, 
investments  by  Greeks  make  up  about  70%  of  all  foreign  investment. 

Unfortunately,  the  State  Department  and  the  Defense  Department,  to  the  detriment  of  US  interests,  have  not 
accorded  Greece  a  proper  role  in  the  Balkan  turmoil.  Jonathan  Eyal,  director  of  studies  at  the  Royal  United  Services 
Institute  for  Defense  Studies,  London,  England,  in  remarks  at  the  Woodrow  Wilson  Institute  on  February  24,  1994,  was 
critical  of  the  fact  that  Greece  was  and  is  not  consulted  by  NATO  or  the  European  Communit>'  on  foreign  policy  issues 
regarding  the  Balkans,  although  Greece  is  the  only  NATO  and  European  Community  member  in  that  region.  He  stated 
Greece's  views  must  be  taken  into  account  US  and  Greek  interests  in  the  Balkans  --  peace,  stability,  democracy  and 
economic  progress  ~  are  the  same 

Beyond  the  Balkans,  Greece  is  crucial  to  protecting  US  interests  in  the  Middle  East  Throughout  history,  whoever 
has  controlled  the  islands  of  Crete  and  Cyprus,  controlled  the  Eastern  Mediterranean  and  routes  to  the  east.  Crete's  Souda 
Bay  naval  base  and  Britain's  air  base  on  Cyprus  are  two  of  the  most  valuable  bases  in  the  world  Stalin  wanted  control  of 
Greece  for  the  strategic  encirclement  of  the  Middle  East  and  its  oil  resources. 

Greece  is  important  to  the  United  States  and  the  West  for  another  reason-it  is  the  birthplace  of  democracy  and  the 
values  that  form  the  foundation  of  Western  Civilization 

Turkey  -  Myth  And  Reality  Of  Turkey's  National  Security  'V^alue  To  The  U.S. 

A  myth  propagated  by  Turkey  and  its  several  United  States  "agents  of  influence,"  registered  as  foreign  agents  with 
the  Justice  Department,  portrays  Turkey  as  a  strategic  and  loyal  ally,  vital  to  the  national  security  interests  of  the  United 
States.  The  reality  is  other\vise  First  of  all,  the  assertion  that  Turkey  is  "vital"  to  the  national  security  interests  of  the 
United  States  is  false  on  its  face 

Turkey  is  of  minimal  national  security  value  to  the  United  States  US.  intelligence  facilities  in  Turkey  are,  and 
have  been  for  many  years,  unnecessary  and  duplicative  of  other  superior  listening  posts  and  satellites.  For  many  years  we 
have  called  for  their  closing.  Several  have  been  closed  during  the  past  two  years  The  remaining  ones  should  also  be 
closed  and  the  estimated  4,000  remaining  American  troops  should  be  brought  home  It  is  a  waste  of  U.S.  taxpayer  dollars 
to  keep  any  listening  facilities  open  in  Turkey  and  American  troops  stationed  there.  (See  Rossides  "Cyprus  and  the  Rule  of 
Law,"  17  Syracuse  Journal  of  International  Law  and  Commerce,  21,  1991,  at  page  79,  footnote  187.) 
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We  do  not  need  the  airfields  in  Turkey  to  conduct  Operation  Provide  Comfort  for  the  protection  of  the  Iraqi  Kurds. 
There  are  a  number  of  other  airbascs  in  the  area  that  can  be  used,  including  the  British  airbase  on  Cyprus  and  airbases  in 
Saudi  Arabia.  What  we  do  need  is  an  Operation  Provide  Comfort  for  the  protection  of  the  Kurds  in  Turkey. 

Turkey's  Acts  of  Disloyalty  To  U.S.  And  NATO  And  Unreliability  As  An  Ally  -  Several  Actions  In  Support  Of  The 
Soviet  Military 

(1)  During  the  1973  Mid-East  War,  predating  the  Turkish  invasion  of  Cyprus  by  one  year,  Turkey  refiised  the 
United  States  military  overflight  rights  to  resupply  Israel  and  granted  the  USSR  overland  military  convoy  rights  to  resupply 
Syria  and  Iraq,  and  military  overflight  permission  to  resupply  Egypt  See  E.  Luttwak,  The  Politics  of  Sea  Power.  60-61, 
(1974)    A  member  of  the  Turkish  Foreign  Policy  Institute  in  Ankara  wTOte: 

"During  the  Arab-Israeli  war  of  1973,  Moscow's  overflights  of  Turkish  airspace 
were  tolerated  On  the  other  hand,  during  the  same  Middle  East  conflict,  Turkey 
refused  to  allow  the  United  States  rcfijeling  and  reconnaissance  facilities  during  the 
American  airlift  to  Israel  "  Karaosmanoglu,  "Turkey's  Security  and  the  Middle  East," 
52  Foreign  Affairs.  157,  163  (Fall  1983) 

(2)  In  the  1977-1978  conflict  in  Ethiopia,  Turkey  granted  the  Soviets  military  overflight  rights  to  supply  the  pro- 
Soviet  Ethiopian  communists  under  Col  Mengistu,  who  eventually  prevailed.  C.  Meyer.  Facing  Reality  -  From  World 
Federalism  To  The  CIA.  276-80  (1980) 

(3)  Over  NATO  objections,  Turkey  allowed  three  Soviet  aircraft  carriers,  the  Kiev  on  July  18,  1976,  the  Minsk  on 
Feb  25,  1979,  and  the  Novorosiisk  on  May  16,  1976,  passage  rights  through  the  Bosphorus  and  Dardanelles  straits  into  the 
Mediterranean  in  violation  of  the  Monlreux  Convention  of  1936  See  generally  Wash  Post.  July  19,  1976,  at  A16,  col.l; 
N.Y.  Times  Feb  26,  1 979,  at  A 1 3,  col  1    The  Soviet  ships  posed  a  formidable  threat  to  the  United  States  Sixth  Fleet. 

(4)  In  1979  Turkey  refiised  to  allow  the  United  States  to  send  69  marines  and  six  helicopters  to  American  military 
facilities  at  Incirlik  in  Turkey  for  possible  use  in  evacuating  Americans  from  Iran  N.Y  Times.  Feb.  13,  1979,  at  A8,  col. 3. 

(5)  Again,  in  1979  Turkey  refused  the  United  States  request  to  allow  U-2  intelligence  flights  (for  Salt  II 
verification)  over  Turkish  airspace  "unless  Moscow  agreed  "  N  YTimes.  May  15,  1979,  at  Al,  col.  3  This  position  was 
voiced  o\er  a  period  of  months  by  Turkish  officials,  the  opposition  party  and  the  military  Chief  of  Staff  ,  Gen.  Kenan 
Evren. . 

(6)  In  May,  1989,  Turkey  rejected  an  American  request  to  inspect  an  advanced  MlG-29  Soviet  fighter  plane,  flown 
by  a  Soviet  defector  to  Turkey.  NY.  Times.  May  28,  1989,  at  A 12,  col   1 

(7)  The  Turkish  government  refused  repeated  American  requests  for  the  installation  of  antennas  in  Turkey 
concerning  1 1  transmitters  whose  broadcasts  would  have  been  directed  primarily  to  the  Soviet  Union  and  its  Eastern 
European  satellites.  The  initiative  by  the  United  States  Department  of  State  sought  to  improve  reception  of  programs 
broadcast  by  Radio  Free  Europe,  Radio  Liberty,  and  the  Voice  of  America. 

(8)  Turkey  further  damaged  NATO  by  vetoing  NATO's  effort  to  put  military  bases  on  various  Greek  islands  for 
defensive  purposes  against  the  Soviet  navy. 

Turkey's  unreliability  as  an  ally,  as  evidenced  by  the  above  limited  examples,  should  come  as  no  surprise  to  those 
familiar  with  Turkey's  history  in  the  20th  century.  Turkey  fought  against  the  allies  in  World  War  I.  In  World  War  II 
Turkey  violated  a  treaty  with  France  and  Britain  which  required  Turkey  to  enter  the  war  on  the  side  of  the  Allies.  Instead, 
Turkey  declared  neutrality  and  openly  aided  Hitler  by  supplying  Nazi  Germany  with  vital  chromium  ore  and  as  a  transit 
country  for  other  war  materiel 

Turkey's  Blackmail  of  U.S.  and  Appeasement  of  Saddam  Hussein 

Prime  Minister  Ciller  in  her  meeting  with  President  Clinton  in  October,  1993  asked  the  U.S.  to  compensate  Turkey 
for  lost  revenues  from  the  cutoff  of  the  oil  pipeline  to  Iraq  which  is  part  of  the  UN.  sanctions  against  Saddam  Hussein,  with 
the  threat  not  to  extend  the  agreement  permitting  its  airfields  and  supply  routes  to  be  used  in  Operation  Provide  Comfort  to 
protect  and  feed  Iraqi  Kurds.  The  N.  Y.  Times  columnist  Bill  Safire  called  it  "blackmail."  Ciller  also  called  for  the  lifting' 
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of  sanctions  on  Iraq  so  that  Turkey  could  do  business  with  them    Safire  called  this  "appeasement  of  Saddam."  (See  Safire. 
N.Y.Times.  Oct  28,  1993,  at  A29,  col.  5.) 

Turkey's  War  Against  Its  20%  Kurdish  Minority  Using  U.S.  and  Gennan  Supplied  Arms 

Turkey  is  presently  in  violation  of  the  U.S.  foreign  assistance  laws,  the  UN  Charter,  the  North  Atlantic  Treaty,  the 
UN  Declaration  of  Human  Rights,  the  European  Convention  on  Human  Rights  and  international  law  by  its  ten-year 
"genocidal  war"  against  its  12-13  million  Kurdish  minority  with  the  illegal  use  of  US.  arms  and  equipment 

Turkey  has  recently  increased  its  military  action  against  the  Kurds  by  invading  Northern  Iraq  In  a  report  from 
Ankara  on  March  20,  1995  Washington  Post  correspondent  Kelly  Couturier  wrote  in  a  front  page  story: 

Turkey  launched  a  large-scale  military  assault  against  Kurdish  separatists  in 
northern  Iraq  today,  dispatching  a  35,000  man  force  backed  by  warplanes,  armor  and 
artillery  along  a  front  stretching  135  miles  through  rugged  border  mountains. 

The  attack,  on  the  eve  of  the  Newroz  spring  festival  celebrated  by  many  Kurds, 
marked  Turkey's  largest  military  campaign  on  foreign  soil,  including  the  Turkish 
invasion  of  Cyprus  in  1974.  according  to  goverrunent  spokesman  Yildirim  Aktuna  But 
Turkey  has  launched  previous  raids  into  Iraq,  notably  in  1992,  when  20,000  troops  were 
sent  in  to  flush  rebels  from  their  mountain  bases  and  2,500  rebels  were  killed,  according 
to  the  government 

Prime  minister  Tansu  Ciller  described  today's  offensive  as  part  of  a  growing 
battle  to  vanquish  the  separatist  insurgency  in  southeastern  Turkey  waged  by  guerrillas 
of  the  Kurdistan  Workers  Party. 


The  Clinton  Administration  raised  no  objections  to  the  military  campaign, 
citing  government  pledges  that  the  operation  will  be  limited  and  is  directed  against 
"terrorist  operations"(  Washington  Post.  March  21,  1995,  Al,  coll.) 

The  New  York  Times  carried  a  Reuters  dispatch  from  Ankara,  dated  March  20,  1995    It  states: 

Up  to  35,000  Turkish  uoops  backed  by  tanks  and  jet  fighters  mounted  a  three- 
pronged  attack  across  the  undefended  border  with  northern  Iraq  Monday  in  pursuit  of 
separatist  Kurdish  rebels. 

A  govenmient  spokesman  called  it  the  biggest  military  operation  in  the  history 
of  the  Turkish  republic. 

Turkish  jets  flew  33  sorties,  pounding  suspected  bases  on  the  rebel  Kurdistan 
Workers  Party,  or  P.K  K.,  east  of  the  Iraqi  border  city  of  Zakho.  The  P.K.K.  has  been 
waging  a  long  insurgency  in  support  of  a  Kurdish  homeland  inside  Turkey. 

A  Turkish  general  staff  spokesman.  Col.  Dogu  Silahcioglu,  said  14  planes 
dropped  76  bombs  and  that  the  targets  were  completely  destroyed.  He  said  all  jets 
returned  safely  to  base. 


After  Mrs.  Ciller  briefed  Mr.  Clinton  during  a  10-minute  telephone  call,  a 
White  House  spokesman,  Michael  D.  McCurry,  said  the  President  expressed 
"understanding  for  Turkey's  need  to  deal  decisively"  with  the  P.K.K. 
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The  Geneva  office  of  the  United  Nations  High  Commissioner  for  Refugees  said 
it  received  unconfirmed  reports  that  at  least  two  of  five  villages  near  Zakho  were 
sunounded  and  searched,  and  that  hundreds  of  people  were  arrested. 

There  was  no  word  on  casualties  but  Iraqi  Kurdish  groups  condemned  the 
assault  and  said  innocent  civilians  were  being  attacked. 

"The  targeted  area  has  no  P.K.K.  bases  and  it  is  suictly  populated  by  Iraqi 
Kurds,"  said  the  Kurdistan  Democratic  Party,  which  nominally  controls  the  Iraqi  border 
zone. 

The  Iraqi  National  Congress,  an  opposition  group  which  includes  leading 
Kurdish  factions,  said  Turkish  soldiers  had  arrested  hundreds  of  refiigees  as  suspected 
PK  K  followers.  (N.Y.  Times.  March  21,1995,  A3,  col  1) 

Turkey's  assertion  that  its  military  operation  is  in  accordance  with  international  law  giving  Turkey  the  right  of 
"hot  pursuit"  is  clearly  invalid  As  a  matter  of  law  there  is  no  right  of  "hot  pursuit"  authorizing  a  massive  invasion  of 
another  countn-  The  United  Nations  Charter  Article  2(4)  prohibits  such  use  of  force.  And  if  customary  international  law 
allows  "hot  pursuit."  the  UN  Charter  obviously  supersedes  il  and  renders  it  null  and  void. 

The  French  Foreign  Minister  Alain  Juppe  condemned  the  invasion  as  a  violation  of  international  law  and  an 
assault  on  human  rights.  The  German  Foreign  Minister,  while  in  Ankara  on  a  diplomatic  visit,  has  demanded  the 
withdrawal  of  Turkish  troops  from  Iraq  And  the  British  Foreign  Office  has  stated  its  clear  concern  for  the  principle  of 
territorial  integrity.  Thus  the  United  Slates  has  placed  itself  in  the  position  of  defending  the  acts  of  Turkey,  an  aggressor 
and  violator  of  the  UN  Charter,  the  North  Atlantic  Treaty  and  international  law  and  human  rights,  in  the  face  of  significant 
NATO  allied  opposition. 

The  Christian  Science  Monitor  editorial  of  March  22,  1995  (at  20,  coll)  condemns  Turkey's  invasion  and  the  U.S. 
response  and  notes  that  Turkey  has  not  let  the  press  in  lo  cover  its  invasion.  The  editorial  reads  as  follows: 

Too  Much  Understanding 

Having  spent  $8  billion  last  year  on  a  war  against  Kurds  in  southeast  Turkey, 
the  Turkish  military  is  attempting  to  stamp  out  the  Kurds  once  and  for  all-  by  attacking 
rebel  bases  in  Iraq. 

Kurdish  rebels  hoping  to  form  a  separatist  "Kurdistan"  state  through  violence 
are  a  problem.  Bui  a  Turkish  govemmenl  that  refiises  to  acknowledge  the  level  and 
degree  of  repression  it  has  practiced  against  the  Kurds  for  years  is  a  problem.  The 
Kurds  are  the  most  dispossessed  and  ignored  people  on  the  planet.  They  have  few  rights 
in  Turkey;  last  year  eight  Kurdish  members  of  parliament  were  arrested  and  70  Kurdish 
politicians  assassinated. 

This  latest  Turkish  incursion  is  extremely  messy,  The  irony  of  attacks  on 
Kurds  under'United  Nations  protection  against  the  villainous  Saddam  Hussein  should  be 
lost  on  no  one  Good  faith  assurances  by  the  Ciller  govenmient  that  the  all-out  assault 
will  target  only  rebels  may  be  taken  with  a  boulder-sized  grain  of  salt.  Prime  Minister 
Tansu  Ciller  is  probably  not  even  calling  the  shots 

If  the  incursion  is  so  neat,  why  not  let  in  the  press?  Perhaps  the  example  of 
Russian  and  Western  Reporters  detailing  the  horror  and  abuse  in  Grozny  was  not  an  act 
Ankara  wanted  repeated 

Actually,  this  latest  "decisive"  step  by  the  Turks  follows  an  escalating  series  of 
such  attacks  since  the  fall  of  1992,  when  the  Army  launched  a  war  against  Kurds. 
According  to  the  Human  Rights  Foundation  of  Turkey,  874  Kurdish  villages  were 
torched,  and  1  million  Kurds  "cleansed"  But  it  is  hard  lo  be  sure,  the  press  was  not 
allowed  in. 
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The  White  House  response  to  this  latest  brutal  attack  is  to  say  that  it  is 
"understanding."  We  checked  that  statement,  by  spokesman  Michael  McCurry,  in 
several  places.  Yes,  he  said  it  These  statements  seem  inadequate  Moscow  attacks 
Chechens  and  the  United  States  "understands."  Israel  bombs  and  kills  civilians  in 
southern  Lebanon  and  the  U.S.  seems  to  approve  Now  this.  To  say,  as  the  White 
House  essentially  did,  to  keep  the  killing  down  seems  cheap 

Does  the  White  House  also  "understand"  if  Turkish  forces  use  Lockheed  F-16's 
to  drop  U.S. -made  cluster  bombs  recently  sold  to  this  NATO  ally?  Human  Rights  Watch 
details  such  action  against  Kurds 

Turkey  may  say  it  is  defending  its  borders  by  attacking  rebels,  but  the  problem 
runs  far  deeper:  How  to  bring  multiethnic  rights  and  reforms  inside  Turkey. 


The  New  York  Times  editorial  of  March  23,  1995, (at  A24,  coll)  condemns  Turkey's  invasion  of  Iraq  as  a 
violation  of  international  law  It  commended  France's  condemnation  of  Turkey's  invasion  and  stated  that  the  "United 
States  should  have  condemned  it  too"  The  editorial  reads  as  follows: 

Turkey  Crosses  A  Line 

In  one  of  Turkey's  largest  foreign  military'  operations  since  the  days  of  the 
Ottoman  Empire,  35,000  troops  poured  across  its  border  with  Iraq  this  week  to  attack 
the  Kurdish  guerrilla  group  known  as  the  Kurdistan  Workers  Party,  or  P.K  K  Turkey 
contends  its  only  purpose  is  to  destroy  a  violent  separatist  group  by  wipmg  out  its  Iraqi 
base  camps  But  sending  troops  across  another  nation's  border  is  a  \iolation  of 
international  law  that  deserves  harsh  condemnation.  The  world  would  become  even 
more  dangerous  if  countries  with  strong  armies  and  border  frustrations  felt  free  to  take 
the  law  into  their  own  hands. 

France,  which  currently  leads  the  European  Union,  a  group  Turkey  desperately 
wants  to  join,  has  rightly  condemned  this  invasion  The  United  States  should  have 
condemned  it  too.  Instead,  Washington,  along  with  Moscow,  has  expressed 
understanding  for  the  Turkish  attack 

The  P.K.K.  is  a  Marxist  revolutionary  group  that  engages  in  deadly  terrorism. 
But  this  foray  into  Iraq  is  symptomatic  of  Turkey's  military  approach  to  the  whole 
Kurdish  issue,  of  which  P  K  K  terrorism  is  merely  one  element.  Harshly  repressive 
army  tactics  in  Kurdish  areas  of  southeastern  Turkey  have  created  a  million  and  a  half 
internal  Kurdish  refugees  as  well  as  driving  thousands  more  into  Iraq  These  tactics 
have  also  encouraged  five  million  Turkish  Kurds  to  migrate  to  cities  in  other  regions  of 
the  country  Kurds  make  up  one-fifth  of  Turkey's  population  No  government  can 
deliver  on  promises  of  democracy  and  economic  growth  if  it  wages  so  vast  an  internal 
war. 

The  fact  that  the  international  border  being  violated  in  this  case  is  Iraq's  should 
not  obscure  the  underlying  principle.  Saddam  Hussein  may  not  show  much  respect  for 
international  frontiers,  but  the  sanctity  of  borders  was  one  of  the  main  causes  the  Persian 
Gulf  war's  coalition  fought  to  uphold. 

The  region  of  Iraq  in  which  Turkish  troops  are  now  operating  is  currently 
under  Western  military  protection  as  a  result  of  the  gulf  war.  That  operation  requires 
Turkish  cooperation  and  rear  bases  on  Turkish  soil  That  factor  probably  explains 
Washington's  rush  to  bless  the  Turkish  invasion. 

But  the  only  legitimate  American  military  purpose  in  northern  Iraq  is  to  protect 
Kurdish  civilian  from  Saddam  Hussein's  forces     Holding  those  forces  at  bay  while 
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Turkey  invades  Iraq  is  an  abuse  of  American  military  power  and  an  affront  to  the  United 
Nations,  whose  authority  governs  American  military  activities  in  northern  Iraq. 

The  Turkish  Government  has  been  promising  that  its  operations  in  Iraq  will  be 
quickly  completed.  But  now  it  says  the  fighting  could  last  a  month.  The  Clinton 
Administration  has  clearly  bought  into  more  than  a  brief  border  incursion.  It  is  not  too 
late  for  America  to  take  a  more  principled  stand. 

The  distinguished  New  York  Times  columnist  William  Safire.  in  an  essay  titled  "Stop  the  Turks-  And  save  the 
Kurdish  people"  he  pointed  out  that  Turkey's  "concealed  interest  is  in  the  control  of  oil  facilities  in  Kurdish  Iraq"  He 
wrote: 

Stop  the  Turks-And  save  the  Kurdish  People 

Ten  days  ago  the  military  dominated  Government  of  Turkey  sent  at  least  35,000  troops,  with 
tanks  and  F-16's,  across  the  border  into  the  northern  portion  of  Iraq,  that  is  the  "no-fly  zone"  where  the 
U.S.  and  its  allies-  including  Turkey  ~  are  protecting  Iraqi  Kurds  from  the  genocidal  fury  of  Saddam 
Hussein. 

The  ostensible  purpose  of  the  Turkish  invasion  is  to  kill  some  2,500  Kurdish  radicals  who  have 
been  using  terror  tactics  to  whip  up  support  for  an  end  to  suppression  of  millions  of  Kurds  within  Turkey. 

That's  Ankara's  cover  story,  which  the  Clinton  State  Department  naively  accepted  as  the 
invasion  began.  Hot  pursuit  of  the  terrorists  drew  no  objection  from  Foggy  Bottom  Nor  were  questions 
asked  about  the  disproportionate  amoimt  of  force  being  used  or  the  total  press  blackout. 

Soon  it  will  dawn  on  our  diplomats  that  the  Turks  are  not  merely  punishing  separatist  Kurds.  If 
that  were  the  only  reason  for  the  attack,  Turkey's  planes  would  hit  the  bases  of  terrorist  P.K.K.  in  Syria 
and  the  Bekaa  Valley  in  Syria's  Lebanon. 

Turkey's  concealed  interest  is  in  the  control  of  oil  facilities  in  Kurdish  Iraq:  20  miles  of  pipeline 
near  fishkhabour  was  put  beyond  the  control  of  Saddam  Hussein. 

Ankara's  generals  are  eager  to  do  business  again  with  Baghdad.  The  Kurds  are  an 
inconvenience.  Because  Saddam  is  prohibited  from  going  in  and  securing  his  northern  oil  facilities, 
Turkey  is  doing  the  job  in  Iraq  for  him.  and  Turkish  forces  will  stay  imtil  Saddam's  forces  can  replace 
them  ~  if  the  U.S.  and  its  allies  permit  it. 

What  of  the  Iraqi  Kurds,  poison-gassed  by  Saddam,  now  being  bombed  by  Turkey's  Tansu 
Ciller? 

At  a  moment  when  ethnic  unity  is  vital,  and  when  Kurdish  leaders  have  a  chance  at  last  to 
establish  an  autonomous  enclave  of  democracy  -  these  wonderful  people,  with  their  distinct  language  and 
culture,  are  fighting  among  themselves. 

One  faction  is  led  by  Massoud  Barzani,  sofl  spoken  son  of  the  late  Mulah  Mustafa  Barzani,  a 
legendary  chieftain  revered  by  Kurds  and  their  growing  legion  of  supporters.  Another  is  led  by  Jalal 
Talabani,  smoother  and  more  extroverted  than  Massoud,  and  less  willing  to  accommodate  the  Turks  by 
negotiating  with  Saddam. 

They  both  oppose  the  P.K.K.,  a  Marxist  splinter  group  that  is  gaining  adherents  throughout  the 
five  nation  area  loosely  called  Kurdistan,  thanks  to  villagers'  fiiry  with  Turkey's  attack. 

Barzani  is  angry  at  Talabani's  recent  seizure  of  the  Parliament  building  in  Iraq's  Kurdish  capital 
of  Erbil;  Talabani  charges  that  Barzani  is  not  sharing  customs  duties  collected  from  smugglers.  Their 
partisans  are  actually  shooting  at  each  other.  A  low-level  State  Department  official  tried  and  failed  to 
restore  sanity. 
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Can  this  mess  be  straightened  out,  with  kilhng  stopped,  autonomy  respected,  democracy 
introduced? 

We  cannot  fail  to  try  A  message  to  Mam  Jamal  and  Kak  Massoud  from  a  longtime  friend: 
Nobody  will  help  you  unless  you  demonstrate  ihat  you  are  ready  for  help.  Each  of  you  should  fax  a  letter 
to  President  Clinton  asking  him  to  send  a  high-level  envoy  to  Iraqi  Kurdistan  Commit  yourselves  to 
abide  by  his  recommendations  about  an  immediate  cease-fire  and  a  governing  coalition  in  Parliament 
pending  supervised  elections 

If  the  Kurdish  leaders  make  their  requests,  how  should  President  Clinton  respond?  Not  with  a 
multilateral  hand-off  Certainly  the  U.S.  should  ask  the  US  to  condemn  the  invasion  and  send  in 
observers,  but  more  diplomatic  muscle  is  needed 

We  can  hope  Mr  Clinton  would  appoint  a  prestigious  and  tough  minded  special  envoy  (on  the 
order  of  George  Shulz,  Sol  Linowitz  or  Jeane  Kirkpatrick)  to  quickly  repair  the  Kurdish  split,  which  I'm 
told  the  warring  factions  want 

Stopping  the  Turkish  invasion  may  involve  a  trip  to  Syria  (if  we  talk  to  the  P.L.O  and  I.R.A., 
why  not  the  P.K.K  ?)  and  Bonn  (400,000  Turkish  Kurds  work  in  Germany),  as  well  as  other  European 
capitals. 

Then,  in  Ankara,  the  job  of  Mr.  Clinton's  envoy  would  be  to  persuade  Turkey's  leaders  that 
conciliation  with  Kurds  and  inclusion  in  Europe  is  more  in  the  long-term  Turkish  interest  than  repression 
of  Kurds  at  home  and  an  oil  deal  with  Baghdad. 

Such  diplomacy  is  difficult  but  doable;  if  America  doesn't  lead  the  way,  who  will? 


US.  support  for  the  Turkish  government's  attacks  on  it's  20%  Kurdish  minority  in  Turkey  and  Turkish  Kurds  in 
Iraq  using  U.S.  supplied  arms  and  equipment  is  a  national  disgrace  and  contrary  to  US  laws  regarding  the  use  of 
American-supplied  arms  and  equipment 

The  government  of  Turkey  is,  and  has  been  for  over  two  decades,  engaging  "in  a  consistent  pattern  of  gross 
violations  of  internationally  recognized  human  rights"  in  Turkey  against  its  own  citizens  in  general  and  in  particular 
against  its  Kurdish  minority  of  12-13  million  constituting  about  20%  of  Turkey's  population 

Turkey's  violations  of  human  rights  equal,  and  probably  exceed,  those  of  China  and  Saddam  Hussein's  Iraq 
Turkey's  violations  of  law  clearly  exceed  those  of  Saddam  Hussein's  Iraq  since  Turkey  also  violated  the  North  Atlantic 
Treaty  and  US  foreign  assistance  laws.  Iraq  is  not  a  member  of  NATO  and  does  not  receive  aid  from  the  U.S.  under  our 
aid  laws 

Germany  previously  halted  military  aid  to  Turkey  because  of  Turkish  armed  attacks  including  air  strikes  on  the 
Kurds  in  Turkey  and  in  Iraq  utilizing  in  part  German  military  equipment  (see  Reuters,  April  7,  1994).  The  United  States, 
on  the  other  hand  supports  Turkey's  repression  of  the  Kurds  During  the  Bush  Administration,  the  State  Department 
spokesperson  actually  commended  the  Turks  (see  Spokesperson  Margaret  Tutwiler  press  briefings,  March  25  and  26,  1992) 
In  the  Clinton  Administration,  the  State  Department  once  again  convinced  the  White  House  to  support  Turkey's  continuing 
war  against  its  12  million  Kurdish  minority.  In  October,  1993  at  a  White  House  press  conference  with  Turkish  Prime 
Minister  Ciller,  President  Clinton  supported  Turkey's  actions  against  the  Kurds. 

The  NY.  Times  in  an  editorial  (April  1,  1992)  stated  that: 

"Turkish  Kurds  have  been  subject  to  systematic  human  rights  violations,  including 
torture. ...The  international  community  is  morally  bound  to  demand  that.  Ankara  cease 
[its]  ugly  repression  of  Kurdish  civilians  before  it  becomes  genocide  " 

On  March  16,  1994,  before  the  House  Foreign  Affairs  Subcommittee  on  Europe  And  the  Middle  East,  State  and 
Defense  Department  officials  reiterated  the  Administrations  support  of  Turkey's  repression  of,  and  war  against  the  Kurds. 
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The  U.S.  support  includes  the  use  of  6  Cobra  gunboat  hehcopters  by  Turkey  in  attacks  on  the  Kurds  in  southeastern 
Turkey  Chairman  Lee  Hamilton  (D-IN)  asked  Assistant  Secretary  of  State  for  European  and  Canadian  Affairs  Stephen  A. 
Oxman:  "Shouldn't  we  slop  this  aid  for  this  purpose,  period?"  Oxman  replied  that  the  Administration  supports  Turkey's  use 
of  arms  transfers  against  the  PKK.  (See  Hearings,  March  16,  1994,  of  the  House  Foreign  Affairs  Subcommittee  on  Europe 
and  the  Middle  East.) 

On  April  19,  1994,  Assistant  Secretary  of  State  for  Human  Rights,  John  Shattuck,  testified  before  the  Senate 
Appropriations  Subcommittee  on  Foreign  Operations  on  the  FY  '95  appropriations  for  foreign  aid  and  human  rights 
programs. 

There  was  a  dialogue  during  the  testimony  on  the  subject  of  human  rights  abuses  in  Turkey.  Chairman  Patrick 
Leahy  (D-VT)  questioned  Mr.  Shattuck  ,  asking  why  should  we  fund  money  to  Turkey  when  the  Human  Rights  Report  was 
critical  of  Turkey's  human  rights  abuses.  Shattuck  stated  there  seems  to  be  no  improvement  and  suggested  the  need  for 
specific  objectives  in  each  country'  receiving  aid. 

Chairman  Leahy  stated  that  the  United  States  must  show  that  it  is  serious,  and  that  "we  must  set  the  standards  for 
human  rights " 

Senator  DeConcini  (D-A2),  Co-Chairman  of  the  US  Commission  on  Security  and  Cooperation  in  Europe, 
remarked  on  the  "awfiil  situation"  in  Turkey  and  that  it  was  a  mockery  of  international  standards  on  human  rights  He 
asked  Mr  Shattuck  if  any  progress  has  been  made  regarding  the  status  of  human  rights  in  Turkey?.  Mr  Shattuck 
answered,  "In  some  areas  yes,  but  overall  no  "  DeConcini  responded  by  stating  "it  seems  that  human  rights  considerations 
have  taken  a  back  seat "  in  the  administration's  human  rights  policy  in  Turkey.  Senator  De  Concini,  in  an  op-ed  page  article 
in  the  Washington  Times  detailed  the  shocking  human  rights  abuses  of  the  Kurds  in  Turkey  by  Turkey  and  "the  Turkish 
Parliament's  decision  to  lift  the  immunity  of  eight  of  its  own  members  in  order  to  prosecute  them  for  non-violent 
expressions  of  their  political  views  "(March  8,1994,  at  A17,  col  1.) 

Turkey's  actions  are  in  violation  of  sections  1 16  and  502  B  of  the  United  States  Foreign  Assistance  Act  of  1961,  as 
amended,  the  United  Nations  Charter,  the  United  Nations  Universal  Declaration  of  Human  Rights,  the  European 
Convention  on  Human  Rights  and  international  law. 

The  Turkish  government  has  demonstrated  a  pattern  of  blatant  disregard  for  the  rule  of  international  law  and  for 
the  human  rights  of  its  citizens  and  the  citizens  of  Cyprus  Principles  of  morality,  justice,  and  respect  for  one's  ethnic 
origin  and  religious  beliefs,  have  eluded  the  Turkish  military,  political  and  diplomatic  oligarchy  leadership. 

Turkey  violates,  in  the  most  barbarous  of  ways,  the  basic  human  rights  of  its  citizens.  The  12-13  million  Turkish 
citizens  of  Kurdish  descent  deserve  a  better  fate  than  being  murdered  by  soldiers  Nvith  helicopters,  airplanes,  heavy  artillery 
and  tanks  Women  and  children,  yearning  for  a  better  life,  should  not  be  persecuted  simply  because  of  their  ethnic  origin. 
Elected  members  of  the  Turkish  parliament  should  not  be  jailed  and  convicted  because  of  their  ethnicity  Journalists  should 
not  "disappear"  because  they  report  the  truth  This  assault  on  humanity,  this  disregard  of  basic  human  rights,  this  blatant 
violation  of  international  law  -  must  stop. 

The  Chicago  Tribune,  in  a  front  page  story  written  by  staff  writer  Tom  Hundley  reporting  from  Beselver, 
Turkey,  details  Turkey's  armed  repression  against  the  Kurds  (March  15,  1994).  He  wrote: 

According  to  human  rights  organizations,  Beselver  is  one  of  more  than  1,000 
Kurdish  villages  that  have  been  razed  or  forcibly  evacuated  since  1991,  part  of  the 
government's  increasingly  harsh  crackdown  that  has  begun  to  resemble  Saddam 
Hussein's  solution  to  his  'Kurdish  problem 

At  least  11,000  people  have  been  killed  in  Turkey's  decade-long  conflict. 
Successive  Turkish  governments  have  announced  even  larger  'final  offensives'  to  crush 
the  PKK,  but  as  the  bloodshed  increases,  the  insurgents  only  grow  stronger. 

In  recent  weeks,  the  government  of  Prime  Minister  Tansu  Ciller  has  nearly 
doubled  the  number  of  government  troops  in  the  region  Some  250,000  soldiers  and 
special  security  police  now  are  deployed  in  the  towns  and  villages  of  the  Southeast,  their 
guns  trained  on  an  embittered  civilian  population 
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Fanning  the  flames  of  Kurdish  resentment,  pro-government  death  squads, 
known  as  conlra-guerrillas,  have  stepped  up  their  activities,  especially  in  areas  like 
Diyabakir,  the  region's  largest  city. 

Every  night,  three,  four,  or  five  people  are  killed  by  the  contra-guerrillas.  In 
the  morning  your  see  the  relatives  carrying  the  coffins,'  said  Martin  Glasenapp,  a  worker 
for  Medico-International,  a  German  human  rights  organization. 

"They  are  shot  dead  in  the  street,"  he  said  '"The  official  version  is  always  the 
same:  unknown  accident" 

On  December  29,  1992,  Helsinki  Watch  released  a  78  page  report  entitled  Broken  Promises:  Torture  and  Killings 
Continue  in  Turkey.  It  is  a  devastating  report  of  brutality  and  barbarism  The  report  states  that  "Turkish  security  forces 
have  shot  and  killed  seventy-four  people  in  house  raids,  and  the  evidence  suggests  that  the  killings  were  deliberate 
executions"  The  report  charges  that  "165  [Kurdish)  community  leaders  in  southeast  Turkey  have  been  assassinated  by 
unknown  assailants  in  1992"  We  urge  you  to  read  the  three-page  press  release  on  the  report,  attached  as  Exhibit  1 

Helsinki  Watch  recommends  "that  the  United  States  end  all  military  and  security  assistance  to  Turkey  until  such 
time  as  Turkey  no  longer  manifests"  the  "consistent  pattern  of  human  rights  abuses"  set  forth  in  the  report. 

Turkish  violations  of  international  law  and  human  rights  have  been  well  documented  by  responsible  organizations. 
Murders,  rapes,  disappearances,  torture,  suppression  of  the  press  and  political  expression,  severe  restrictions  on  religious 
freedoms  and  linguistic  expression,  have  all  been  used  in  a  systematic  manner  by  the  Turkish  government.  The  following 
reports  and  articles  document  Turkey's  brutal  suppression  of  the  Kurdish  people: 

•  Helsinki  Watch  Report,  Broken  Promises:  Torture  and  Killings  Continue  in  Turkey.  78  pages,  December 
29,  1992; 

•  Freedom  House  Annual  Survey  for  1991; 

•  Human  Rights  Watch  Report,  January,  1992; 

•  Humanitarian  Law  Project  Report,  "The  Current  Conflict  Between  Turkish  Armed  Forces  and  Kurds  of 
Southeast  Anatolia,"  July  17,  1991; 

•  Helsinki  Watch  Report,  "Denying  Human  Rights  and  Ethnic  Identity:  The  Greeks  in  Turkey,  "  March 
1992; 

•  Report  of  the  Association  of  the  Bar  of  the  City  of  New  York  on  "Torture  in  Turkey:  the  Legal  System's 
Response,"  45  Record  6-131,  1990; 

•  European  Commission  on  Human  Rights  Reports  dated  July  10,  1976  in  which  the  Commission  found 
Turkey  guilty  of  violating  several  articles  of  the  European  Convention  on  Human  Rights; 

•  Amnesty  International  Reports  on  Turkey: 

-Turkey:  Brutal  and  Systematic  Abuse  of  Human  Rights,  1989; 
-Turkey:  Human  Rights  Denied,  Nov  1988 

(Al  Index  No  EUR  44/65/88) 
-Continuing  Violations  of  Human  Rights  in  Turkey,  1986 

(AI  Index  No.  EUR44/33/87); 

•  The  Torturer's  Lobby.  The  Center  for  Public  Integrity,  Washington,  DC,  1992, 

•  Op-ed  page  article  by  Jack  Healy,  executive  director,  and  Maryam  Elahi,  program  officer.  Amnesty 
International,  in  the  Washington  Post.  January  5,  1993,  A15; 

•  Op-ed  page  article  by  Senator  Dennis  DeConcini  (D-AZ),  "Democracy  in  Turkey  is  in  Danger"  in  the 
Washington  Times.  March  8.  1994  at  A17,  Col.  4; 

•  Chicago  Tribune  front  page  story,  March  15,  1994,  details  Turkey's  armed  repression  of  the  Kurds; 

•  the  lengthy  article  by  Jeri  Laber,  the  executive  director  of  Human  Rights  Watch/  Helsinki,  titled  "The 
Hidden  War  in  Turkey,"  New  York  Review  of  Books,  June  23,  1994  at  47  ,  which  details  the  horrendous 
human  rights  violations  by  Turkey  against  its  Kurdish  minority; 

•  Coleman  McCarthy's  column  in  the  Washington  Post.  June  7,  1994  at  CIO,  col  4,  in  which  he  wrote  of 
the  harrowing  experiences  in  Turkey  of  Kathryn  Porter,  a  human  rights  worker  and  wife  of  Congressman 
John  Porter  (R-IL); 

•  Economist  article,  June  II,  1994,  p.47,  titled  "Scorched  Earth;" 
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In  October,  1994,  a  Turkish  human  rights  group  called  for  a  halt  to  the  burning  of  Kurdish  villages.  The 
Associated  Press  reported  as  follows: 

A  human  rights  group  in  Ankara  has  asked  the  Turkish  Parliament  to  halt  the 
burning  of  Kurdish  villages  by  security  forces  battling  Kurdish  guerrillas  in  the 
southeast 

Akin  Birdal,  chaintun  of  the  independent  Turkish  Human  Rights  Association, 
told  a  news  conference  last  week  that  the  burning  and  evacuating  of  \illages  had 
become  a  routine  practice. 

Mr.  Birdal  said  security  forces  had  torched  1,334  villages,  forcing  some  two 
million  people  to  flee  the  region. 

Although  a  cabinet  minister  responsible  for  human  rights  confirmed  the 
allegations,  other  officials  have  denied  them. 

Mr  Birdal  also  criticized  what  he  called  govermnent  attempts  to  pressure  his 
organization  by  arresting  16  employees  and  closing  down  two  offices  in  the  Aegean 
city  of  Izmir  and  the  southern  city  of  Adana  in  September. 

"Despite  these  pressures,  it  is  our  duty  to  inform  the  public  of  what  is  going 
on,"  Mr.  Birdal  said. 


New  York  Times  article  by  Alan  Cowell  titled  "War  on  Kurds  Hurts  Turks  in  U.S.  Eyes,"  November  17, 

1994,  p.A3,  col.  1; 

International  Herald  Tribune  article  by  Alan  Cowell  titled  "In  Turkey's  Bleak  Cities,  Militant  Islam  on 

the  Rise,"  December  1,  1994,  p.Al,  coll; 

New  York  Times  article  titled  "After  Convictions  of  Kurds,  U.S.  Presses  Turkey  on  Rights,"  December 

15,  1994,  A10,col.3; 

New  York  Times  editorial  titled  "On  Trial,  Turkey's  Kurdish  policy,"  December  15,  1994,  A28,  col.  1; 

Washington  Post  article  titled  "Turkey  Invades  North  Iraq  to  Battle  Kurdish  Guerrillas,"  March  21,  1995, 

Al,col.l; 

New  York  Times  article  titled  "Turks  Mount  Big  Attack  on  Kurdish  Rebels  in  Iraq."  March  21,  1995,  A3, 

col.l;and 

New  York  Times  editorial,  "Turkey  Crosses  a  Line,"  March  23,  1995,  A24,  col.  1. 


Persian  Gulf  War 

The  Persian  Gulf  War  demonstrated  that  Greece,  not  Turkey,  is  the  strategic  key  to  the  projection  of  U.S.  power  in 
the  Eastern  Mediterranean  and  Persian  Gulf  The  NATO  naval  base  in  Suda  Bay,  Crete,  is  the  key  base  for  the  projection  of 
United  States  power  in  the  Eastern  Mediterranean  and  the  Persian  Gulf  through  the  Sixth  Fleet  and  is  far  more  important  to 
U.S.  strategic  interests  than  all  the  listening  posts  and  bases  in  Turkey  President  Bush  recognized  the  importance  of  Suda 
Bay  by  his  historic  visit  to  the  Suda  Bay  base  in  July,  1991. 

Turkey  sat  on  the  sidelines  throughout  Desert  Shield,  refusing  to  send  any  forces  to  the  U.S.-led  Coalition,  refusing 
to  authorize  a  second  land  front  from  Turkey  (see  Washington  Post.  Jan.  16,  1991,  at  A6,  col.  5),  and  refusing  to  allow  the 
use  of  the  NATO  air  base  at  Incirlik,  Turkey 

Desert  Storm  began  on  January  16,  1991.  It  was  not  until  over  48  hours  after  the  air  war  had  begun  on  January  16, 
1991,  and  only  after  the  Iraqi  air  force  and  air  defenses  had  been  neutralized  and  the  U.S.  had  achieved  air  superiority,  that 
Turkey  allowed  a  limited  number  of  sorties  out  of  the  Incirlik  NATO  air  base.  Only  one  out  of  twenty  coalition  sorties 
originated  in  Turkey,  and  these  were  clearly  unnecessary.  The  Turkish  military  and  Turkish  public  opinion  opposed  the  use 
of  Incirlik  NATO  air  base. 


Regarding  the  two  oil  pipelines  from  Iraq  through  Turkey  to  the  Mediterranean  coast,  Iraq,  not  Turkey,  closed  the 
first  oil  pipeline  and  reduced  the  flow  of  oil  through  the  second  by  75  percent  for  lack  of  customers.  Turkey  refiised  to  act  to 
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shut  off  the  second  pipeline  until  after  the  UN  Security  Council  passed  resolution  661  on  August  6,  1990  (Washington 
Post.  Aug  8,  1990,  at  A12,  col.  4).  Other  countries  acted  right  away. 

Further,  we  did  not  need  Turkey  to  halt  the  remaining  25%  of  the  second  pipeline  since  the  naval  blockage  would 
have  prevented  any  movement  of  Iraqi  oil  from  Turkey's  Mediterranean  port  if  there  had  been  any  customers  Turkey's 
President  Ozal  admitted  this  in  a  news  conference  on  June  7,  1991  in  Istanbul  when  he  stated:  "If  Turkey  had  not  imposed 
an  embargo  and  shut  the  pipeline  it  would  have  led  to  a  blockade."  (Associated  Press,  June  7,  1991  ) 

Turkey  had  no  choice  but  to  close  the  remaining  pipeline  once  the  Security  Council  acted.  Othenvisc,  she  would 
have  been  in  violation  of  Security  Council  Resolution  661  and  Article  25  of  the  United  Nations  Charter,  which  requires 
member  states  to  comply  with  Security  Council  resolutions  By  failing  to  implement  S  C  Res  661,  Turkey  would  have 
jeopardized  her  relations  with  the  rest  of  the  nations  who  supported  S  C  Res  661,  including  the  US.,  and  the  significant 
economic  relations  and  aid  from  the  US,  other  countries  and  international  organizations 

Turkey's  proponents  stress  that  Turkey  closed  its  206-mile  border  with  Iraq  In  reality,  the  border  was  never  hilly 
closed.  There  was  large-scale,  openly  organized  smuggling  along  the  Turkey-Iraq  border  (See  H'all  Si.  Jour.,  Oct.  30, 
1990,  at  1,  col  1;  Turkish  newspapers,  Sabah,  Sept  3,  1990,  and  Cumhunyet,  Sept  22,  1990,  and  the  weekly  magazine, 
Yuzil,  Sept.  9,  1990.) 

Turkey's  proponents  also  assert  that  Turkish  troops  "tied  down"  100,000  Iraqi  forces  Again,  the  reality  is 
otherwise  The  Iraqi  troops  were  stationed  along  the  Syrian  and  Turkish  borders  in  Northern  Iraq  before  the  invasion  of 
Kuwait  and  Iraq  had  no  plans  to  move  them  south.  Those  troops  had  to  be  kept  there  in  order  to  control  the  Kurds  and 
check  the  Syrians 

While  Turkey  delayed  support  for  the  U.S.  initiated  freeze  on  commercial  dealings  with  Iraq  and  negotiated  for 
compensation,  and  sat  on  the  sidelines  throughout  Desert  Shield  (Aug  2,  1990-Jan  16,  1991),  the  Mitsotakis  government 
of  Greece  gave  full  support  to  Desert  Shield/Desert  Storm    Greece 

(1)  immediately  condemned  Iraq's  aggression, 

(2)  authorized  from  the  first  day  of  the  crisis  the  use  of  the  Suda  Bay  naval  base  to 
provide  operational,  logistical  and  command  support  for  the  U.S.  Sixth  Fleet  24  hours  a 
day; 

(3)  authorized  the  use  of  the  U.S.  air  base  at  Suda  bay  to  provide  similar  support  to  the 
U.S.  Air  Force  in  the  build  up  of  U.S.  air  power  in  Saudi  Arabia  and  other  Persian  Gulf 
countries, 

(4)  authorized  military  overflights  and  base  access  generally  (the  extraordinary  number 
of  over  thirty-two  thousand  (32,000)  military  overflights  of  Greece  occurred  during 
Desert  Shield/Desert  Storm); 

(5)  joined  the  coalition  forces  and  sent  two  naval  frigates  to  the  Persian  Gulf;  and 
offered  air  combat  patrols  and  medical  facilities. 

The  Greek  merchant  marine  played  a  substantial  role  in  the  movement  of  cargo  to  the  Persian  Gulf  for  the  US  and 
allied  forces.  The  Greek  merchant  marine  is  an  important  asset  for  U.S.  and  NATO  interests  that  is  often  overlooked  in 
considering  the  relative  strategic  and  military  values  of  Greece  and  Turkey. 

Operation  Desert  Shield/Desert  Storm  demonstrated  that  Turkey  is  fiindamentally  irrelevant  for  protecting  the  oil 
resources  in  the  Persian  Gulf  and  of  limited  value  for  U.S.  national  security  interests  in  the  present  post-Cold  War,  post- 
Persian  Gulf  era. 

The  war  proved  that  what  is  necessary  for  the  protection  of  oil  resources  in  the  Persian  Gulf  is: 

(1)  the  cooperation  of  the  Gulf  states  with  the  U.S.  by  authorizing  U.S.  air  and  land 
bases  in  those  countries,  not  in  Turkey; 

(2)  the  use  of  the  naval  base  at  Suda  Bay,  Crete; 

(3)  the  use  of  the  British  bases  in  Cyprus;  and 
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(4)  the  use  of  the  U.S.  naval  base  and  facilities  in  Diego  Garcia  in  the  Indian  Ocean. 

David  C.  Morrison,  in  a  comprehensive  article,  discussed  in  detail  the  US  base  facilities  in  the  Persian  Gulf 
countries    (See  National  Journal.  March  23.  1991.  at  675.) 

Turkey  Is  Greece's  Primary  Security  Threat 

Today  and  for  decades,  Greece's  national  security  problems  stem  from  its  neighbor  Turkey.  Turkey's  aggression  in 
Cypr\is  and  occupation  of  almost  40%  of  the  island.  Turkey's  threats  against  Greece  regarding  the  Aegean,  backed  up  by  its 
Army  of  the  Aegean  of  125,000  troops  with  landing  crafl  aimed  at  Greece'  Aegean  Islands,  its  outlandish  claims  to  one-half 
of  the  Aegean  and  Turkey's  threats  against  Greece  regardmg  Western  Thrace,  the  Former  Yugoslav  Republic  of  Macedonia, 
in  Albania  and  the  Balkans  generally,  make  Turkey  Greece's  pnmary  security  problem. 

The  "Tilt  Towards  Turkey" 

The  Stale  and  Defense  Department's  contmuina  pro-Turkey,  anti-Greece  bias-  the  "tilt  towards  Turkey"—  has  been 
and  is  harmful  to  the  interests  of  the  United  States  and  raises  serious  questions  of  (I)  competence  and  (2)  the  undue 
influence  of  Turkey's  several  US  "agents  of  influence"  registered  with  the  Justice  Department  The  number  of  U.S. 
persons  involved  is  over  a  dozen. 

Laurence  Stem,  a  former  Washington  Post  diplomatic  correspondent  and  foreign  news  editor,  stated  in  his  book 
The  Wrong  Horse  published  in  1977  that: 

"One  of  the  most  important  keys  to  an  understanding  of  the  Cyprus  muddle  is  the 
realization  that  the  United  States,  far  from  being  a  disinterested  broker  to  the  disputes  of 
the  past,  was  a  deeply  involved  participant."(page  7) 

The  United  Slates  pro-Turkey,  anti-Greek  bias,  the  appeasement  of  Turkey's  numerous  violations  of  law  and  the 
double  standard  on  the  rule  of  law  as  applied  to  Turkey: 

•  have   harmed   and   continue   to   harm   US    interests   in   the   Balkans   and   Eastern 

Mediterranean;  and 

•  have  put  Greece,  an  important  and  loyal  ally,  at  increased  security  risk,  particularly  from 

Turkey. 

The  record  of  the  State  Department  and  Defense  Department  "till  towards  Turkey"  is  clear  and  long  standing.  It 
goes  back  at  least  to  1974  and  Turkey's  invasion  of  Cyprus.  The  following  are  24  examples  of  the  "Tilt  Towards  Turkey:" 

1.  the  failure  to  accord  Greece  a  proper  role  in  the  Balkan^ 

2  equating  the  Skopje  regime,  a  new  iwtion  of  little  strategic  or  political  value  to  the  US.,  with  Greece,  a  long 
time  important  and  proven  strategic  and  political  ally  of  the  United  States,  who  fought  as  allies  with  the  U.S.  in  four  wars 
in  this  century,  who  gave  the  communists  their  first  defeat  by  arms  in  the  1946-1949  Greek  Civil  War  and  who  is  the 
strategic  key  for  the  U.S.  in  the  Balkans  and  Eastern  Mediterranean; 

3.  the  failure  of  the' State  Department,  led  by  Hemy  Kissinger,  to  enforce  our  own  laws  against  the  use  by  Turkey  of 
American-supplied  arms  and  equipment  for  its  aggression  against  Cyprus, 

4.  the  strenuous  lobbying  efforts  of  the  Stale  and  Defense  Departments  to  prevent  the  rule  of  law  embargo  enacted 
by  Congress  in  December  1974; 

5.  the  introduction  by  the  State  Department  in  February  1975,  of  legislation  to  overturn  the  embargo  and  the 
massive  lobbying  efforts  by  State,  Defense  and  the  White  House  which  succeeded  in  October  1975  in  a  partial  lifting  of  the 
embargo; 

6.  the  double  standard  on  the  rule  of  law  as  applied  to  Turkey  from  1974  to  date.  Turkey  in  its  invasion  of  Cyprus 
violated  more  laws  than  Iraq  did  in  its  invasion  of  Kuwait.  Turkey  violated  the  same  provision  of  the  United  Nations 
Charter,  Article  2,  paragraph  4,  as  Iraq.  However,  Turkey  also  violated  the  North  Atlantic  Treaty  (the  Preamble  and  Article 
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I),  the  Geneva  Convention  of  1949,  the  European  Convention  on  Human  Rights  and  the  UN  Declaration  of  Universal 
Rights  in  addition  to  the  U.S.  laws  it  violated, 

7.  the  failure  from  1974  to  1981  to  give  the  Karamanlis  government  any  substantial  help  regarding  Turkey's 
occupation  of  almost  40%  of  Cyprus; 

8  President  Carter's  violation  of  his  specific  campaign  pledges  regarding  Cyprus  and  the  rule  of  law,  his  doubling 
of  aid  to  Turkey  and  his  massive  lobbying  effort  to  overturn  the  embargo,  which  succeeded  in  1978  by  a  208-205  vote  in  the 
House  and  a  57-42  vote  in  the  Senate 

9.  the  failure  of  State  and  Defense  to  adhere  to  the  7-10  military  aid  ratio  enacted  by  the  Congress  as  part  of  the 
legislation  which  lifted  the  rule  of  law  arms  embargo  in  1978-1992  President  Clinton  overruled  State  and  Defense  in 
1993  and  1994  and  kept  faith  with  the  Greek  American  community  on  that  particular  campaign  promise  -  -  a  relatively  easy 
one  since  Congress  had  always  supported  the  7-10  military  aid  ratio 

10  the  1 2  point  proposal  on  Cyprus  put  forward  by  the  Counselor  of  the  State  Department,  Matthew  Nimetz, 
which  included  a  provision  (paragraph  5)  for  the  18%  Turkish  Cvpriol  minority  to  have  a  veto  over  all  legislation!  Can  you 
imagine  the  outcry  if  the  United  States  proposed  such  veto  rights  for  the  18%  white  minority  in  South  Africa 

11.  the  continuation  of  grant  economic  aid  to  Turkey, 

12.  the  failure  of  State  to  put  any  pressure  on  Turkey  regarding  Cyprus  during  the  several  economic  and  political 
crises  in  Turkey; 

13.  the  failure  to  pursue  vigorously  the  issue  of  the  5  missing  Americans  and  1,614  missing  Greek  Cypriots; 

14  the  failure  to  take  action  against  Turkey's  monstrous  desecration  of  churches  and  cultural  rape  in  the  occupied 
area  of  Cyprus  (See  Christos  P.  loannides.  In  Turkey's  Image;  The  Transformation  of  Occupied  Cyprus  into  a  Turkish 
Province.) 

15.  since  money  is  fungible,  the  financing  of  Turkey's  occupation  of  Cyprus  by  our  military  and  economic  aid  to 
Turkey  ; 

16.  the  actions  of  successive  State  Department  Cyprus  Coordinators,  particularly  Nelson  Ledsky,  in  pressuring  the 
Greek  Cypriots,  the  victims  of  aggression,  to  accept  an  undemocratic  constitution  and  solution; 

17.  the  failure  to  take  any  effective  action  against  Turkey  for  its  several  actions  in  support  of  the  Soviet  military 
(see  supra). 
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18.  the  failure  of  State  to  take  effective  action  against  Turkey  for  its  continuing  involvement  in  the  illegal  drug 

19.  the  failure  to  call  for  enforcement  of  UN  General  Assembly  and  Security  Council  resolutions  against  Turkey; 

20.  a  number  of  votes  in  the  UN  Security  Council  to  prevent  adverse  resolutions  against  Turkey; 

21.  the  substantial  lobbying  effort  in  the  Congress  by  the  State  and  Defense  Departments  which  succeeded  in 
preventing  the  passage  of  Senator  Dole's  Armenian  genocide  resolution  S  J.  212  introduced  on  September  29,  1989; 

22.  excusing  Turkey's  horrendous  human  rights  violations  in  Turkey  against  its  own  citizens  generally  and 
particularly  against  its  20%  Kurdish  minority  (10-12  million)  by  continuing  military  and  economic  aid  in  violation  of  the 
Foreign  Assistance  Act  of  1961,  as  amended; 

23.  the  failure  to  lake  action  against  Turkey  for  its  embargo  against  Armenia  including  the  prevention  of 
humanitarian  relief;  and 

24.  the  failure  to  lake  action  against  Turkey  for  its  refusal  to  co-sponsor  the  U.S.  initiative  in  the  U.N.  to  revoke  the 
infamous  resolution  equating  Zionism  with  racism.  Turkey  abstained  on  the  vote. 
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The  State  and  Defense  Department  policies  and  actions  towards  Turkey  and  Greece  these  past  decades  is  a  dark 
chapter  in  their  history,  a  chapter  of  shame  and  disloyalty  which  has  damaged  US  interests  and  wasted  billions  of  taxpayer 
dollars.  It  is  a  stain  on  the  honor  and  integrity  of  State  and  Defense  and  the  stain  will  not  be  removed  until  the  pro-Turkey, 
anti-Greece  policies  of  State  and  Defense  are  changed. 

Turkey's  U.S.  "Agents  of  Influence" 

For  over  three  decades  the  Turkish  Government  and  its  US  "agents  of  influence"  have  conducted  a  substantial  and 
carefully  orchestrated  disinformation  and  propaganda  campaign  Just  the  declared  lobbying  budget  of  the  Turkish 
government  for  fees  in  1993  and  1994  was  close  to  four  million  dollars  annually. 

Turkey  hired  in  1981  for  lobbying  and  dealing  with  the  media.  Gray  &  Company,  whose  principal,  Robert  Gray, 
was  a  Republican  who  had  been  active  in  the  1980  Reagan/Bush  presidential  campaign.  Gray  and  Company  was  acquired 
later  by  Hill  and  Knowlton,  one  of  the  leading  public  relations  and  lobbying  firms  in  the  United  States  Turkey  paid  that 
firm  $1,100,000  in  fees  a  year 

Hill  &  Knowlton  was  also  hired  to  represent  the  Skopje  regime  by  the  Canadian  Macedonian  Society,  an 
association  of  Canadian  businessmen  from  the  Skopje  area,  with  offices  in  Toronto,  Canada,  for  C$166,666  68  annually. 
Hill  &  Knowlton  are  skilled  propagandists  %vith  a  record  of  distorting  the  truth.  The  agreement  filed  with  the  Department 
of  Justice  was  signed  on  September  3,  1991.  with  the  term  of  the  agreement  commencing  August  I,  1991,  prior  to  the 
secession  of  FYROM  from  the  Republic  of  Yugoslavia 

In  1989,  Turkey  also  hired,  at  the  request  of  Richard  Perle,  former  Assistant  Secretary  of  Defense  for  Security 
Affairs,  at  $875,000  a  year,  International  Advisors,  Inc  ,  a  lobbying  organization  initiated  by  the  same  Richard  Perle,  who 
received  $48,000  in  fees  in  1989  from  the  organization  according  to  their  reports  filed  with  the  Department  of  Justice. 
Perle,  as  Assistant  Secretary  had  successfully  pressed  for  increased  aid  to  Turkey.  The  staff  of  International  Advisors 
consists  of  six  persons,  all  of  whom  are  former  staff  assistants  from  the  State  and  Defense  Departments  and  the  National 
Security  Council. 

In  January,  1990,  Turkey  added  yet  another  lobbying  firm,  McAuliffe,  Kelly,  Rafaelli  &  Seimans,  at  an  annual  fee 
of  $800,000. 

With  the  election  in  1992  of  a  Democrat  as  president,  Turkey  has  made  changes  in  its  U.S.  agents  of  influence, 
presumably  to  have  persons  more  closely  identified  with  President  Clinton  and  his  foreign  policy  team.  In  1993,  the  long- 
time chief-of-staff  of  the  House  Foreign  Affairs  Committee,  John  Brady,  retired.  Turkey  promptly  hired  him  as  still  another 
U.S.  "agent  of  influence  "  Brady  went  with  Capitoline  International  Group,  Inc. 

Also  in  1993,  Turkey  hired  Arnold  &  Porter  at  $300,000  a  year. 

In  1994,  Turkey  hired  Fleishman-Hillard,  Inc  ,  and  fired  Hill  &  Knowlton  who  had  represented  Turkey  during  the 
Reagan  and  Bush  presidencies.  The  contract  with  Fleishman-Hillard,  effective  as  of  April  1,1994  is  for  $2.1  million 
annually  for  fees  and  expenses,  of  which  no  more  than  $600,000  is  for  expenses.  It  is  a  substantial  increase  over  the  $1.1 
million  paid  to  Hill  &  Knowlton.  Fleishman-Hillard  has  stated  there  will  be  a  dozen  persons  working  on  the  account  in 
Washington  and  New  York. 

In  1994,  Turkey  also  entered  into  a  contract  as  of  May  1,  1994,  with  Capitoline/MS&L  ,G.P.  (C/M)  for  an  annual 
fee  of  $650,000  plus  expenses  C/M  is  a  result  of  a  merger  on  January  I,  1994  of  Capitoline  International  Group,  Inc.  and 
the  Washington  office  of  Manning,  Selvage  and  Lee.  C/M  has  taken  over  from  International  Advisors,  Inc.  the  Republican 
oriented  lobbying  firm. 

The  information  in  this  section  is  taken  from  the  registration  statements  filed  with  the  Justice  Department. 

Turkey's  propaganda  campaign  has  been  all  pervasive.  They  have  nade  a  particular  effort  to  suppress  and 
minimize  unpleasant  facts  about  Turkey's  conduct  such  as  Turkey's  active  support  of  the  Soviet  military,  its  general  lack  of 
reliability  as  an  ally,  its  minor  military,  strategic  and  security  value  to  the  United  States,  and  its  horrendous  and  infamous 
human  rights  record. 
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I  have  often  wondered  how  an  American  can  become  a  foreign  agent  for  Turkey  and  work  to  cover-up  Turkey's 
horrendous  human  rights  crimes,  including  kidnapping  5  Americans  at  gun  point  and  taking  American  property,  and 
Turkey's  unrehability  as  an  ally  South  Africa  had  difficulty  in  hiring  U.S.  foreign  agents  to  defend  its  racist  policies  and 
violations  of  human  rights.  Turkey  has  not  had  such  difficulties 

Since  money  is  fungible,  from  last  year's  authorization  by  this  committee,  four  million  ta.\payer  dollars  went  to  pay 
Turkey's  US.  "agents  of  influence  "  We  urge  zero  authorization  this  year 

We  ask  the  valid  question:  Who  is  formulating  and  running  U.S.  foreign  policy--  the  President  and  Congress  as 
envisioned  by  the  Constitution  or  Turkey's  US  "agents  of  influence"  and  the  handful  of  career  officials  in  State  and 
Defense  influenced  by  them? 

24  Reasons  Why  It  Is  Not  In  The  Interests  Of  The  United  States  to  Give  Military  And  Economic  Aid  to  Turkey 

Each  of  the  following  twenty-three  reasons  is  enough  to  halt  military  and  economic  aid  to  Turkey,  and  several  of  them 
justify  economic  sanctions  against  Turkey 

1  Turkey's  human  rights  violations  in  Turkey  against  its  own  citizens  generally  and  in  particular  against  its  12 
million  Kurdish  citizens  who  constitute  a  20%  minority. 

Turkey  challenged  basic  United  States  policy  toward  Iraq,  particularly  Operation  Provide  Comfort,  on  behalf  of  the 
Iraqi  Kurds,  when  the  foreign  ministers  of  Turkey,  Iran  and  Syria  met  in  Ankara  on  Nov.  14,  1992  The  foreign  ministers 
issued  a  strong,  blunt  attack  on  the  new  administration  of  Iraqi  Kurdistan  A  month  earlier  they  had  rejected  the  Iraqi 
Kurdish  parliament's  declaration  envisioning  a  federalized  government  in  a  more  democratic,  pluralistic  Iraq  (Murphy: 
"Key  States  Warn  U.S.  Over  Kurds  -  Turkey,  Iran,  Syria  Challenge  US  Role,"  Wash.  Post,  Nov  15,  1992,  at  A33,  col.  1.) 

2.  Since  money  is  fungible.  United  Stales  aid  subsidizes  the  costs  to  Turkey  of 

(a)  Turkey's  illegal  occupation  of  37.7%  of  Cyprus, 

(b)  the  dozen  or  more  foreign  agents  Turkey  employs  in  the  United  States  for  $4  million 
annually; 

(c)  part  of  the  costs  of  Turkey's  125,000  Army  of  the  Aegean  aimed  at  Greece's  Aegean 

Islands;  and 

(d)  part  of  the  costs  of  the  Turkish  military  which  is  used  to  suppress  Turkey's  Kurdish 
minority. 

Our  massive  aid  to  Turkey  since  the  remaining  partial  embargo  was  lifted  in  1978  has  been  and  continues  to  be  a 
major  obstacle  to  a  settlement  of  the  Cyprus  problem. 

3.  Turkey  is  of  minimal  national,  security  value  to  the  United  States  (see  supra). 

4.  Turkey  is  an  unreliable  ally  who  aided  the  former  USSR  militarily  (see  supra)  Turkey  also  refused  to  co- 
sponsor  the  United  States  initiative  in  the  UN  to  revoke  the  infamous  resolution  equating  Zionism  with  racism  and 
abstained  on  the  vote. 

5.  Our  huge  public  debt  and  large  annual  budget  deficit  are  reasons  enough  not  to  give  Turkey  any  of  our  tax 
dollars  .   - 

6  Our  enormous  domestic  needs  should  obviously  take  precedence  over  a  giveaway  to  Turkey.  Also  the  office  of 
the  United  States  Trade  Representative  (USTR),  in  a  recently  released  report,  estimates  that  US  companies  have  lost  close 
to  a  quarter  of  a  billion  dollars  due  to  Turkey's  failure  to  protect  U.S.  intellectual  property  rights,  (see  1994  National  Trade 
Estimate  Report,  page  271) 
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7.  Turkey's  abduction  of  five  Americans  at  gun  point  in  1974  and  its  refiisat  to  release  or  account  for  them,  and  the 
1614  missing  Greek  Cypriots 

8.  The  desecration  of  churches  and  the  cultural  rape  of  the  occupied  area  of  Cyprus  by  Turkish  forces  (See 
ChristosP.  loannides.  In  Turkey's  Imaee:  The  Transformation  of  Occupied  Cyprus  into  a  Turkish  Province.  1991.) 

9.  The  talcing  of  property  owned  by  American  citizens  in  the  Turkish  occupied  territory  by  Turkish  forces  and  the 
illegal  Turkish  Cypriot  regime,  and  the  illegal  use  of  the  property  for  illegal  gains.  I  would  estimate  that  there  are  several 
hundred  Americans  whose  property  has  been  illegally  taken. 

10.  The  end  of  the  Cold  War 

11.  The  demise  of  the  Warsaw  Pact 

12  The  demise  of  communism  in  the  former  U.S.S.R. 

13.  The  breakup  of  the  U.S  S.R. 

14.  The  lack  of  any  meaningful  threat  lo  Turkey. 

What  is  the  threat  to  Turkey  that  requires  massive  U.S.  military  aid?  It  makes  no  sense  for  the  U.S.  to  continue  to 
send  huge  amounts  of  military  aid  to  Turkey  with  the  end  of  the  Cold  War,  the  demise  of  the  Warsaw  Pact,  the  reduction  of 
forces  in  the  United  States,  NATO  and  the  former  U  S.S.R.,  and  our  huge  budget  deficit  and  enormous  domestic  needs. 
Arms  aid  and  economic  aid  to  Turkey  should  be  ended  now. 

In  the  past  few  years  Turkey  has  received  several  billion  dollars  in  military  aid  and  excess  defense  articles  sent  to 
Turkey  by  the  U.S.  and  Germany.  Desert  Storm  equipment  and  weapons  left  in  Turkey  by  Germany  and  surplus  weapons 
sent  since  the  war  alone  amounted  to  a  billion  and  a  half  dollars. 

15.  Turkey's  numerous  violations  of  law  stemming  from  its  invasion  of  Cyprus  in  1974,  which  violations  continue 
to  date: 

a.  the  United  Nations  Charter  preamble  "that  armed  force  shall  not  be  used,  save  in  the  common  interest"  and 
article  2  paragraph  4  which  states  that  "all  members  shall  refrain  in  their  international  relations  from  the  threat  or  use  of 
force  against  the  territorial  integrity  or  political  independence  of  any  state,  or  in  any  other  manner  inconsistent  vrith  the 
purposes  of  the  United  Nations."  UN  Charter  article  2(4)  is  the  provision  Iraq  violated  by  its  invasion  of  Kuwait; 

b.  the  North  Atlantic  Treaty  article  1  which  states  that  "the  Parties  undertake... to  refrain  in  their  international 
relations  from  the  threat  or  use  offeree  in  any  manner  inconsistent  with  the  purposes  of  the  United  Nations;" 

c.  the  human  rights  sections  116  and  502B  of  the  Foreign  Assistance  Act  of  1961,  as  amended,  by  its  actions  in 
Cyprus,  a  number  of  which  are  continuing  and  substantial,  and  the  arms  sections  of  that  Act  and  the  Foreign  Military  Sales 
Act; 

d.  the  European  Convention  on  Human  Rights  (1950); 

The  European  Commission  on  Human  Rights,  in  its  report  dated  July  10,  1976,  regarding  two  complaints  filed  by 
the  Cyprus  Government,  found  Turkey  guilty  of  violating  the  following  articles  of  the  European  Convention  on  Human 
Rights  by  its  actions  in  Cyprus: 

(1)  Article  2-by  killings  of  innocent  civilians  committed  on  a  substantial  scale; 

(2)  Article  3-by  rapes  of  women  of  all  ages  from  12  to  71; 

(3)  Article  3-by  inhuman  treatment  of  prisoners  and  persons  detained; 

(4)  Article  5-by  deprivation  of  liberty  with  regard  to  detainees  and  missing  persons-a 
continuing  violation;  In  addition  to  the  5  Americans  taken  by  the  Turks,  there  are  1 ,6 14 
missing  Greek  Cypriots  out  of  a  total  of  570,000  Greek  Cypriots. 
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(5)  Article  8-by  displacement  of  persons,  creating  more  than  170,000  Greek  Cypriot 
refugees,  and  by  refusing  to  allow  the  refugees  to  return  to  their  homes-a  continuing 
violation; 

(6)  Article  1  of  the  First  Protocol  to  the  Convention  -by  deprivation  of  possessions, 
looting  and  robbery  on  an  extensive  scale 

The  London  Sunday  Times  published  excerpts  of  the  report  and  stated:  "It  amounts  to  a  massive  indictment  of  the 
Ankara  government  for  the  murder,  rape  and  looting  by  its  army  in  Cyprus  during  and  after  the  Turkish  invasion  of 
summer  1974  "  (London  Sunday  Times.  Jan  23,  1977) 

In  a  second  report  dated  1983  regarding  a  third  complaint,  \vhich  \vas  released  on  April  3,  1992  after  nine  years  of 
delaying  tactics  by  Turkey,  the  European  Commission  on  Human  Rights  again  found  Turkey  guilty  of  continuing  violations 
of  Articles  5  and  8  and  Article  1  of  Protocol  No  I  of  the  European  Convention. 

e  the  United  Nations  Universal  Declaration  of  Human  Rights  (1948).  Violations  of  the  European  Declaration  on 
Human  Rights  also  constitute  violations  of  the  comparable  articles  of  the  Universal  Declaration  of  Human  Rights, 

f  the  fourth  Geneva  Convention  of  1949  regarding  protection  of  civilians  states  in  section  111,  article  49  that  the 
occupying  power  shall  not  transfer  or  transport  persons  from  their  own  country  to  the  occupied  territory  There  are  today  an 
estimated  80,000  illegal  colonists/settlers  from  Turkey  in  the  occupied  part  of  Cyprus 

g.  Protocol  1  to  the  fourth  Geneva  Convention  of  1949,  part  V,  article  85,  also  prohibits  the  transfer  of  persons 
from  the  occupying  powers  country  to  the  occupied  territory, 

h.  Article  IV  of  (he  Treaty  of  Guarantee  under  the  London-Zurich  Agreement  of  1959-60  That  Treaty  did  not 
authorize  the  use  of  force.  If  the  word  "action"  in  Article  IV  is  to  be  interpreted  as  authorizing  force,  then  that  article  is  void 
ab  initio  under  article  103  of  the  UN  Charter  as  contrary  to  the  Charter.  (See  David  Hunt,  "Cyprus:  A  Study  in  International 
Relations"  1 1  (1980),  the  Montague  Burton  Lecture  in  the  University  of  Edinburgh  Hunt  was  Britain's  High  Commissioner 
in  Cyprus  from  1965  to  1966,  see  also  Rossides,  "Cyprus  and  the  Rule  of  Law,"  17  Syracuse  Journal  of  International  Law 
and  Commerce  21,  at  pp.  55-60  (1991);  and 

i.  numerous  UN  General  Assembly  and  Security  Council  Resolutions  on  Cyprus 

Turkey's  violations  of  law  are  extensively  discussed  and  documented  in  my  article,  "Cyprus  and  the  Rule  of  Law  " 

No  one  in  the  State  and  Defense  Departments  wants  to  talk  of  these  violations  of  law  by  Turkey  which  arc 
more  extensive  than  the  violations  of  law  by  Iraq  in  its  invasion  of  Kuwait.  The  double  standard  for  Turkey  must 
end. 

The  Cyprus  issue  is  one  of  aggression  and  land  grab  through  brute  force  by  Turkey  in  \  lolation  of  the  UN  Charter 
and  international  law.  It  is  not  a  question  of  minority  rights  The  substantive  proposals  made  o\er  the  years  by  the  Greek 
Cypriots  encompass  the  language  of  the  Uni\ersal  Declaration  of  Human  Rights  and  the  European  Convention  on  Human 
Rights  Protection  of  minority  rights  can  also  be  aided  by  allowing  for  appeal  to  outside  institutions  such  as  the  United 
Nations,  the  European  Commission  on  Human  Rights  and  the  International  Court  of  Justice  at  the  Hague  Turkey  and 
Denktash  have  used  this  issue  to  create  an  excuse  for  their  apartheid  and  partition  policies. 

16.  Turkey  and  the  Turkish  Cypriots  are  responsible  for  the  present  breakdown  in  the  UN  sponsored  talks  and 
were  responsible  for  the  breakdown  in  Nov  ,  1992,  of  the  UN  sponsored  Cyprus  talks.  According  to  UN  Secretary-General 
Boutros  Boutros  Ghali,  the  Greek  Cypriots  negotiated  "in  good  faith  and  in  conformity  with  international  law"  while  the 
Turkish  Cypriots  (backed  by  Turkey)  refused  to  accept  the  UN's  "set  of  ideas"  as  a  framework  for  a  solution  The  Turkish 
Cypriots  diverged  from  the  "set  of  ideas"  in  three  fundamental  areas:  the  concept  of  a  federation,  displaced  persons  and 
territorial  adjustments 

17.  Turkey  has  failed  to  negotiate  in  good  faith  a  Cyprus  settlement  as  required  by  the  amendment  lifting  the 
remaining  partial  embargo  in  1978.  The  provisions  of  the  original  embargo  should  therefore  be  implemented  against 
Turkey.  In  1974  Turkey  violated  Section  505(d)  of  the  Foreign  Assistance  Act  of  1961,  as  amended,  and  Section  3(c)  of  the 
Foreign  Military  Sales  Act,  by  the  misuse  of  United  States-supplied  arms  for  its  aggression  in  Cyprus;  see  Comptroller 
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General's  opinion  letter  of  October  7,  1974;  120  Cong   Rec   34,672  (1974)  and  the  several  congressional  debates  from 
September  through  December,  1974;  Laurence  Stern,  The  Wrong  Horse  149  (1977) 

Turkey  and  the  Turkish  Cypriots  have  failed  to  submit,  as  promised,  negotiating  proposals  regarding  territory, 
constitutional  arrangements  and  refugees  since  1977.  On  September  11,  1991,  in  Pans  the  Turkish  Prime  Minister  reneged 
on  understandings  that  had  been  conveyed  to  the  UN  Secretary  General  and  the  Slate  Department  and  scuttled  plans  for  an 
international  conference  favored  by  the  United  States 

18.  The  Persian  Gulf  War  demonstrated  that  Greece,  not  Turkey,  is  the  strategic  key  to  the  projection  of  United 
States  power  in  the  Eastern  Mediterranean  and  Persian  Gulf  (see  supra). 

19.  Operation  Desert  Shield/Desert  Storm  demonstrated  that  Turkey  is  fundamentally  irrelevant  for  protecting  the 
oil  resources  in  the  Persian  Gulf  and  of  limited  value  for  US  national  security  interests  in  the  present  post-Cold  War,  post- 
Persian  Gulf  era  (see  supra) 

20  Turkey's  foreign  agents  now  try  to  justify  aid  by  saying  Turkey  can  be  influential  regarding  the  new  southern 
republics  of  the  former  USSR  That  argument  is  irrelevant  on  the  question  of  aid  to  Turkey  Turkey  will  pursue  its 
interests  regarding  these  new  nations  with  or  without  US  aid  Secondly,  the  US  does  not  need  an  intermediary  with  these 
new  nations  Thirdly  we  do  not  need  to  create  a  new  Ottoman  Empire  in  that  region  or  build  up  another  potential 
Khomeini  or  Hussein.  The  Turkish  government  actually  boasted  in  an  ad  in  the  April  29,  1992,  IVall  Street  Journal  that  it 
could  become  a  "regional  superpower:  the  most  influential  nation  in  a  vast  area  stretching  from  the  Dalmatian  coast  to  the 
borders  of  China  "  (See  Rossides,  "Turkish  Deja-Vu",  American  Orthodoxy.  Ethics  and  Public  Policy  Center,  Winter,  1993, 
page  9) 

The  idea  that  Turkey  could  serve  as  a  model  for  the  former  Soviet  Republics  in  Central  Asia  is  not  shared  by  area 
specialists.  Barnett  Rubin,  Director  of  Columbia  University's  Center  for  the  Study  of  Central  Asia,  states  that: 

"the  main  obstacle  to  intelligent  policy  making  in  Central  Asia  is  the  repetition  of  the 
cold  war  pattern  of  looking  for  a  threat  and  for  a  partner  against  that  threat-and  then 
finding  that  the  partner  has  a  regional  agenda  that  isn't  yours  At  the  moment,  the  new 
threat  perception  is  some  kind  of  Iranian  fundamentalism  and  our  partner  is  so-called 
secular  Turkey  ...I  think  that  the  Central  Asian  nations  are  not  going  to  be  the  passive 
recipientsof  somebody  else's  models  "  (NY.  7';mM,May31,  1992, page  16  col  2) 

Another  Columbia  Center  professor,  Edward  AUworth,  said  that  making  Turkey  the  model  was  a  "simple-minded 
solution  to  a  very  comple.x  problem"  (Ibid.) 

Senator  Dennis  DeConcini  (D-AZ)  said  "he  is  concerned  that  Washington  is  listening  too  closely  to  fears  of 
Islamic  revivalism  voiced  for  political  reasons  by  old-guard  communists  still  in  power  in  several  states."  He  "is  also  critical 
of  the  Administration's  decision  to  meet  the  threat  of  Islamic  militancy  through  a  policy  of  encouraging  Turkey  as  a  model 
for  Central  Asia  "  Senator  DeConcini  stated  "Turkey  has  immense  problems,  including  in  human  rights  "  (NY.  Times, 
May  31,  1992) 

Actually,  pan-Turkism  is  a  regional  threat  Shireen  T  Hunter,  Deputy  Director  of  Middle  East  Studies  at  the 
Center  for  Strategic  and  International  Studies,  states  that  a  major  regional  "phenomenon  is  the  reemergence  of  extreme  and 
potentially  irredentist  and  expansionist  nationalism,  most  notably  pan-Turkism"  Hunter  adds:  "If  continued  unchecked,  or 
worse,  if  consciously  or  unconsciously  encouraged  by  Western  policies  devised  for  the  expediency  of  the  moment,  such  ideas 
could  become  sure  recipes  for  regional  conflicts"  (15  Washington  Quarterly,  at  58,  1992  ) 

Turkey's  continuing  human  nghts  violations  against  its  Kurdish  and  Greek  minorities  in  Turkey  and  its  aggression 
in  and  occupation  of  almost  40%  of  Cyprus  does  not  qualify  it  to  be  promoted  as  a  model  for  any  new  nation  in  Central 
Asia. 

21  Cyprus,  through  the  use  of  the  British  bases  in  the  British  Sovereign  Base  Areas  in  Cyprus,  the  granting  of 
overflight  rights,  base  access  and  transit  assistance,  was  more  important  to  the  success  of  Desert  Shield/Desert  Storm  than 
Turkey. 
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Cyprus  provided  substantial  support  for  Desert  Shield/Desert  Storm.  Cyprus  gave  immediate  and  strong  support 
for  the  U.S.  condemnation  of  Iraqi  aggression  and  gave  full  and  strong  support  for  all  of  the  United  Nations  resolutions  on 
Iraq 

Cyprus  authorized  military  overflight,  transit  assistance  and  base  access.  United  States  and  allied  planes  used 
Cyprus  airports  for  flights  related  to  the  war  effort 

The  British  bases  in  the  British  Sovereign  Base  Areas  provided  operational,  logistical,  communications,  and 
command  support  for  British  and  allied  forces  from  August  2,  1990  on  a  24-hour-a-day  basis,  and  were  and  are  more  useful 
tlian  all  of  the  bases  in  Turkey. 

Cyprus  played  an  important  role  at  a  meeting  of  the  foreign  ministers  of  non-aligned  nations  in  Belgrade, 
Yugoslavia  on  February  12,  1991,  in  blocking  a  resolution  that  criticized  the  manner  in  which  the  United  States  was 
conducting  the  Desert  Storm  war 

The  Cyprus  merchant  marine  played  a  substantial  role  in  the  movement  of  cargo  to  the  Persian  Gulf  for  the 
coalition  forces 

22  The  Iraq/Kuwait  precedent  should  be  applied  to  Turkey/Cyprus.  There  is  no  legal  difference  between  Iraq's 
aggression  against  Kuwait  and  Turkey's  aggression  against  Cyprus  and  the  factual  situation  is  remarkably  similar.  The 
key  factual  difference  is  that  Kuwait  has  oil  and  Cyprus  does  not. 

As  a  matter  of  law,  Iraq/Kuwait  and  Turkey/Cyprus  are  the  same.  Both  Iraq  and  Turkey  violated  the  United 
Nations  Charter  article  2(4)  which  prohibits  the  use  of  force  or  threat  of  force  to  settle  differences  Turkey's  aggression  has 
been  compounded  over  a  twenty-year  period,  a  fact  which  should  weigh  heavily  against  Turkey 

Cyprus  remains  a  key  test  for  the  United  States  and  the  world  community  It  is  not  simply  a  dispute  between 
Greece  and  Turkey.  It  is  a  universal  issue  Is  the  rule  of  law  to  be  applied  uniformly,  or  is  there  to  be  a  continuation  of  the 
double  standard  for  and  appeasement  of  Turkey? 

Failure  to  apply  the  rule  of  law  to  Turkey  as  it  was  applied  to  Iraq  gives  credence  to  the  charge  that  the  Persian 
Gulf  War  was  solely  for  access  to  Persian  Gulf  oil 

Enforcing  the  United  Nations  Charter  provisions  and  General  Assembly  and  Security  Council  resolutions  on 
Cyprus  against  Turkey  would  demonstrate  that  the  era  of  a  double  standard  on  the  rule  of  law  and  aggression  for  an  ally  is 
over.  The  precedent  value  for  the  rule  of  law  in  international  affairs,  added  to  the  Iraq/Kuwait  precedent,  would  be  highly 
significant  To  be  credible,  the  rule  of  law  must  be  applied  to  our  friends  and  opponents  alike,  as  President  Eisenhower  did 
against  Britain,  France  and  Israel  in  1956  during  the  Suez  Crisis.  At  that  time  he  stated  in  a  memorable  address  to  the 
nation: 

"There  can  be  no  peace  without  law.  And  there  can  be  no  law  if  we  were  to 
invoke  one  code  of  international  conduct  for  those  who  oppose  us  and  another  for  our 
friends " 

23.  The  United  States,  through  the  actions  of  the  then  Secretary  of  State  Henr>-  Kissinger,  bears  a  major 
responsibility  for  the  tragic  events  of  1974.  The  New  York  Times  in  1974  characterized  Kissinger's  policy  as  having 
"encouraged  Turkey  to  intervene  on  the  island"  and  "illegal  appeasement  of  Turkish  aggression."  (N.Y.T.,  Sept.  14,  at  28, 
col.  1.) 

24.  Turkey's  illegal  blockade  of  Armenia. 

Need  To  Reassess  Relationship  With  Turkey 

We  concur  with  the  views  of  Senator  D'Amato  (R-NY)  who,  on  October  26,  1974,  expressed  his  "alarm  over 
recent  Turkish  provocations  against  Greece  and  Cyprus,  as  well  as  the  domestic  turmoil  brewing  within  its  borders." 
Senator  D'Amato  warned  that  "the  United  States  may  need  to  reassess  its  relationship  with  Turkey"  He  stated: 
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Reports  that  Turkey  is  seeking  to  inflame  tensions  with  Greece  to  distract  its 
own  citizens  from  devastating  economic  recession  are  causing  great  concern  for  the 
United  States. 

Turkey  has  threatened  war  because  Greece  is  exercising  its  lawful  right  to 
extend  its  territorial  limits  in  the  Aegean  Sea  While  Turkey  has  extended  its  own 
territorial  limits  in  the  Black  Sea  and  along  its  southern  Mediterranean  coastline,  it 
seeks  to  deny  Greece  that  same  right 


Already,  Congress  remains  rightfully  concerned  over  Turkey's  record  of 
relentless  human  rights  abuses,  whether  against  its  Kurdish  population,  journalists  and 
pro-democracy  acti\ists 

Importantly,  Turkey's  continued  military  occupation  of  Cyprus,  its  policy  of 
systematic  ethnic  cleansing  against  Greek  Cypriots,  and  its  blatant  violations  of  US. 
foreign  assistance  laws  and  numerous  UN  resolutions,  all  cause  tremendous  problems 
for  United  States  interests  in  the  Eastern  Mediterranean 

Compounded,  these  aggressive  actions  and  repealed  provocations  will  require  a 
reassessment  of  US  -Turkish  relations  that  is  long  overdue  This  relationship  can  only 
continue  within  the  context  of  respect  for  human  rights,  international  sovereignty,  and 
the  rule  of  law    Turkey's  \er>  sorry  record  indicates  it  has  a  very  long  way  to  go 

Senator  D'Amato  has  also  "been  critical  of  Turkey's  refusal  to  apprehend  and  punish  those  who  threaten  to  attack 
the  Ecumenical  Patriarchate" 

Cyprus 

Turkey's  invasion  of  Cyprus  in  1974  with  the  illegal  use  of  American  supplied  arms  and  equipment  and  Turkey's 
illegal  occupation  and  colonization  of  37  3%  of  Cyprus  for  over  20  years  are  a  stain  on  the  Western  Alliance  (NATO)  and 
U.S.  foreign  policy,  and  a  violation  of  US  laws,  the  United  Nations  Charter  (Art.2  para.4),  the  NATO  Treaty  (Preamble 
and  Art.  1)  and  international  law 

Turkey's  violations  of  the  human  rights  of  the  Greek  Cypriots  has  now  been  going  on  for  21  years! 

Cyprus  is  important  to  US  interests  It  is  strategically  located  in  the  Eastern  Mediterranean.  The  British  bases  on 
Cyprus  were  very  important  in  the  Persian  Gulf  War,  more  important  than  the  US.  facilities  in  Turkey  and  the  NATO  air 
base  in  Incirlik,  Turkey.  The  Government  of  Cyprus  cooperated  fully  with  the  V'.S.  and  the  Coalition  forces.  The  British  air 
base  on  Cyprus,  among  others,  can  provide  facilities  for  Operation  Provide  Comfort  for  the  Kurds  in  Iraq. 

We  seek  for  Cyprus  what  then  Vice  President  Bush  sought  when  he  made  the  following  statement  as  Presidential 
Candidate  on  July  7,  1988,  "We  seek  for  Cyprus  a  constitutional  democracy  based  on  majority  rule,  the  rule  of  law,  and  the 
protection  of  minority  rights.  .1  want  to  see  a  democratic  Cyprus  free  from  the  threat  of  war." 

The  "Macedonia"  Issue 

The  "Macedonia"  issue  is  one  in  which  the  arguments  for  the  United  States  and  European  Community  (EC)  not  to 
recognize  the  Skopje  regime  under  the  name  Macedonia  are  substantial  and  when  compared  to  the  arguments  of  the  Skopje 
regime,  are  overwhelming  and  determinative  The  EC  in  December  1991  and  in  June  1992  listed  conditions  for  the 
recognition  of  the  Skopje  regime,  including  no  use  of  the  word  "Macedonia"  in  its  name,  the  adoption  of  constitutional  and 
political  guarantees  ensuring  that  it  has  no  territorial  claims  against  Greece  and  a  halt  to  the  propaganda  campaign  against 
Greece. 

In  August  1992,  after  the  EC  action  the  Skopje  regime  in  a  highly  provocative  action  adopted  the  Greek  Star  of 
Vergina  on  its  flag. 
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The  U.S.  concurred  in  the  EC  positions  in  December  1991  and  in  June  1992.  Presidential  candidate  Clinton  also 
supported  those  positions  in  the  following  statement  on  "Issues  of  Special  Concern  to  the  Greek  American  Community" 
released  on  October  2,  1992. 

"I  support  the  recent  decision  by  the  European  Community  which  agreed  to 
recognize  the  southernmost  former  Yugoslav  Republic  as  an  independent  state  provided 
its  name  does  not  include  "Macedonia."  For  many  Americans,  the  question  of  the  use  of 
the  name  "Macedonia"  may  seem  hard  to  understand.  At  the  close  of  World  War  II,  the 
use  of  this  name  for  the  southern  part  of  Yugoslavia  was  labeled  by  our  then  Secretary  of 
Stale  "as  a  cloak  for  aggressive  actions  against  Greece"  and  could  again  become  a  source 
of  instability  and  conflict 

The  United  Stales'  position  must  be  clear.  If  this  new  nation  wishes  to  receive 
American  recognition,  it  must  first  accept  the  principles  of  the  Helsinki  Final  Act, 
satisfy  its  neighbors  and  the  world  community  that  its  intentions  are  peaceful  and  abide 
by  the  European  Community's  decision  which  rejects  the  use  of  the  name  Macedonia.  A 
Clinton  Administration  will  stand  by  these  principles  and  ensure  that  Greece's 
legitimate  concerns  are  met " 

Yet  the  State  Department,  afler  the  November  1992  presidential  election,  with  former  Acting  Secretary  of  State 
Lawrence  Eagleburger  in  the  lead,  tried  to  reverse  US  policy  during  the  transition  with  the  argument  that  stability  in  the 
entire  region  will  be  enhanced  by  supporting  the  Skopje  position.  That  argument  was  clearly  unsupportable  by  facts  or  logic 
and  has  been  proven  illusory.  National  Security  Advisor  General  Brent  Scowcrofl  advised  against  any  change  in  policy  and 
President  Bush  rejected  the  State  Department's  advice 

However  the  U.S.  and  the  EC,  which  had  listed  conditions  on  recognition,  let  the  Skopje  regime  join  the  United 
Nations  on  April  8,  1993  wthout  getting  the  name  and  the  other  matters  changed  ahead  of  time.  The  Skopje  regime 
entered  the  U.N  under  the  name  "The  Former  Yugoslav  Republic  of  Macedonia"  (FYROM)  with  the  proviso  that  Greece 
and  the  Skopje  regime  negotiate  the  issue  of  the  name,  the  wording  of  the  constitution,  the  symbols  including  the  star  of 
Vergina  added  to  FYROM's  flag  in  August  1992,  and  the  propaganda  campaign  stemming  from  Skopje 

The  key  point  is  that  the  issue  should  not  have  progressed  to  its  present  stage.  In  September  1991,  when  the 
Skopje  regime  seceded  from  Yugoslavia  along  with  3  other  Republics  of  Yugoslavia,  the  U.S.  faced  a  dilemma.  The  Skopje 
officials  called  their  new  state  "Macedonia,"  the  name  the  Communist  leader  of  Yugoslavia,  Marshal  Tito,  had  gi\en  the 
southern  most  province  of  Yugoslavia  in  1945.  Tito  changed  it  from  Vardar  Banovina  as  part  of  his  aggressive  intentions 
against  Greece  and,  in  particular,  his  aim  of  taking  Salonika,  the  major  Aegean  seaport  and  transit  center  for  Balkan  goods 
and  commerce.  The  name  Vardar  Banovina  makes  sense  because  the  area  of  this  province  of  Yugoslavia  is  centered  in  the 
Vardar  Valley. 

Greece  naturally  objected  to  the  usurpation  of  a  famous  and  historical  Greek  name  which  is  also  the  name  of  its 
northern  province,  Macedonia,  and  expressed  concern  over  the  Preamble  and  Articles  3  and  49  of  the  Skopjian  regime's 
constitution  which  imply  territorial  claims  against  Greece,  the  use  of  Greek  symbols  and  continuing  barrage  of  anti-Greek 
propaganda  and  territorial  claims  initiated  by  Tito  in  194S. 

This  issue  is  a  major  foreign  policy  one  for  Greece  and  a  minor  one  for  the  U.S.  What  did  the  United  States  do' 
regarding  this  issue  in  September  1991?  And  what  should  it  have  done? 

The  United  States  did  little  at  that  time  What  our  government  should  have  done  in  the  early  days  and  weeks  of 
this  issue  in  its  own  self-interest  was  to  tell  the  Skopje  officials  through  diplomatic  channels  that  the  United  States  would 
not  recognize  the  Skopje  regime  with  a  name  which  included  the  word  Macedonia,  that  the  position  the  U.S.  took  on 
December  26,  1944,  in  denouncing  "talk  of  Macedonian  'nation'"  as  "unjustified  demagoguery"  aimed  at  "aggressive 
intentions  against  Greece,"  was  correct  and  proper  then  and  correct  and  proper  now,  and  that  we  would  veto  any  effort  by 
the  Skopje  regime  to  seek  United  Nations  membership  using  the  word  "Macedonia"  in  its  name. 

The  United  States  should  also  have  informed  them  in  the  early  days  and  weeks  of  this  issue  that  if  the  Skopje 
regime  did  not  publicly  change  the  name  within  a  reasonable  time,  that  the  US  would  go  public  in  its  opposition  to  the 
name,  the  offensive  constitutional  language  and  symbols  and  the  propaganda  campaign  emanating  from  Skopje. 
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On  February  9.  1994,  President  Clinton  on  the  recommendation  of  the  State  Department  (and  Defense  with 
concurrence  of  NSC),  recognized  the  Former  Yugoslav  Republic  of  Macedonia  (FYROM)  in  direct  violation  of  his 
campaign  pledge  issued  October  2,  1992  The  Clinton  Administration's  recognition  of  FYROM  is  harmful  to  American 
interests  in  the  Balkans  and  Eastern  Europe.  The  statement  by  the  While  House  Press  Secretary  that  "This  action  will 
promote  stability  in  the  region"  is  ,  and  has  been  proven,  clearly  erroneous  and  unsupportable  by  facts  or  logic.  It  was  a 
flawed  premise. 

We  find  incomprehensible  the  advice  from  the  State  and  Defense  Departments  to  President  Clinton  which,  in 
effect,  equates  the  Skopje  regime,  a  new  nation  of  little  or  no  strategic,  political,  or  economic  importance  to  the  U.S.,  with 
Greece,  a  long-time  proven  strategic  and  political  ally  of  the  United  States,  who  fought  as  allies  with  the  US  in  four  wars 
in  this  century,  who  gave  the  communists  their  first  defeat  by  arms  in  the  1946-49  Greek  Civil  War,  a  turning  point  in  the 
struggle  against  communism,  and  who  is  the  strategic  key  for  the  US.  in  the  Balkans  and  the  Eastern  Mediterranean. 

The  outcry  of  the  Greek  American  community  against  President  Clinton's  recognition  of  FYROM  on  February  9, 
1994,  in  violation  of  his  campaign  pledge,  caused  the  White  House  to  hold  up  temporarily  on  its  declared  "intent  to 
establish  full  diplomatic  relations"  with  FYROM  The  administration  has  withheld  sending  an  Ambassador  to  Skopje  and 
in  subsequent  statements  and  during  the  official  visit  of  Prime  Minister  Papandreou  to  Washington,  President  Clinton  has 
said  that  he  would  continue  his  hold  on  sending  an  Ambassador  to  FYROM  until  "progress"  was  made  on  differences  with 
Greece 

On  March  18,  1994,  Mr.  Matthew  Nimetz  was  named  "special  presidential  envoy."  After  visiting  Athens  and 
Skopje,  he  stated  that  no  progress  had  been  made.  Nimetz  said  that  he  found  the  issues  between  the  two  countries  to  be 
complex  and  that  the  "differences  are  not  easily  overcome"(  This  is  the  same  Matthew  Nimetz,  who  as  counselor  of  the 
State  Department,  proposed  in  1978  an  undemocratic  constitution  for  Cyprus  in  which  the  18%  Turkish  Cypriot  minority 
had  veto  power  over  all  legislation  ) 

Mr  Nimetz  is  wrong.  The  issues  are  not  complex  and  they  can  be  overcome  if  the  United  States  acts  properly  in 
pressuring  Skopje  and  not  Athens.  It  is  now  clear  that  part  of  Mr.  Nimetz's  job  is  to  pressure  Greece. 

We  don't  need  a  "special  envoy."  That's  what  we've  had  on  the  Cjprus  issue  since  1978  and  successive  ones, 
particularly  Nelson  Ledsky,  have  been  more  active  over  the  years  in  pressuring  the  Greek  Cypriot  victims  rather  than  the 
Turkish  and  Turkish-Cypriot  aggressors 

The  naming  of  a  special  envoy  is  part  of  the  effort  to  put  additional  pressure  on  Greece  and  a  smoke  screen  to 
divert  attention  away  from  the  President's  violation  of  his  specific  campaign  pledge  when  he  recognized  FYROM  on  the 
advice  of  the  State  and  Defense  Departments 

What  we  do  need  is  a  forthright  statement  by  President  Clinton  that  he  will  adhere  to  his  specific  campaign  pledge, 
that  recognition  of  FYROM  was  a  mistake  and  that  he  will  carry  out  his  specific  campaign  pledge  by  stating  that  no  further 
movement  regarding  diplomatic  relations  with  Skopje  will  be  made  until  FYROM  meets  the  conditions  set  forth  by  the 
European  Community  on  June  27,  1992,  endorsed  by  the  United  States  at  that  time  and  endorsed  by  candidate  Clinton  on 
October  2,  1992,  and  the  further  condition  of  the  removal  of  symbols  which  imply  territorial  claims,  and  that  no  aid  to 
FYROM  will  be  forthcoming  until  the  conditions  are  met,  and  fiirther  that  no  authorization  will  be  made  for  fiinding  any 
diplomatic  positions  as  set  forth  in  H.R.  3994,  until  the  conditions  are  met. 

25  Reasons  Why  The  United  States  In  Its  Own  Self-interest  Should  Support  Greece's  Position  Regardine  FYROM 

Following  are  25  reasons  why  the  US.,  in  its  own  self-interest,  should  support  Greece's  position.  Included  in  these 
reasons  is  the  fact  that  the  Skopje  regime  is  of  little  or  no  military  or  strategic  importance  to  the  United  States  while  Greece 
is  of  substantial  military  and  strategic  importance  to  the  U.S. 

1.  There  is  no  unqualified  universally  accepted  rule  of  international  law  that  authorizes  a  state  to  name  itself  anything 
it  wants; 

2.  It  is  not  proper  for  a  country  which  is  part  of  a  region  to  define  itself  in  an  official  manner  as  representing  the  whole 
region; 


404 


31 

3.  The  Macedonia  issue  steins  from  the  secessionist  Skopje  regime's  naming  itself  in  the  most  provocative  way  possible 
as  the  so-called  "Republic  of  Macedonia'  and  requesting  world-wide  recognition.  President  Kiro  Gligorov  of  Skopje,  Tito's 
prot^g^,  can  end  the  problem  overnight  by  reinstating  the  name  the  Skopje  area  had  in  1944~Vardar  Banovina,  the  name 
that  Gligorov  grew  up  with  before  Tito  changed  it, 

4.  Tito  changed  the  name  of  the  Skopje  area  in  1944  from  Vardar  Banovina  to  Macedonia  as  part  of  the  communist 
campaign  against  Greece  to  gain  control  of  Greece's  northern  province  of  Macedonia  and  the  main  prize  of  the  major 
Aegean  port  city  of  Salonika; 

5.  The  northern  province  of  Greece,  which  borders  the  Skopje  regime,  was  named  Macedonia  in  1912,  when  the  area 
was  liberated  from  Turkish  rule; 

6.  Macedonia  is  a  Greek  name  in  origin  Its  use  in  Ancient  Greece  as  the  Kingdom  of  Macedonia  of  Philip  11  and 
Alexander  the  Great,  even  then  denoted  a  region,  not  a  nationality.  Macedonians,  like  Athenians,  Spartans,  people  from 
Crete  and  Cyprus,  were  Greeks; 

7.  Greece  is  of  substantial  importance  to  the  national  security  interests  of  the  United  Slates  (see  supra); 

8.  The  Skopje  regime  is  of  little  or  no  importance  to  the  national  security  interests  of  the  United  States; 

9.  Greece,  the  only  full  democracy  in  the  Balkans  and  with  the  strongest  economy  in  the  Balkans  can  play  an 
important  role  in  bringing  democracy,  stability  and  economic  progress  to  the  Balkans  -  fundamental  U.S.  policy  aims 

10.  There  is  no  Macedonian  race.  The  usage  of  Macedonian  as  a  nationality  was  an  invention  of  the  communist 
dictator  Tito  in  1944  as  part  of  his  campaign  against  Greece  to  gain  control  of  Greece's  province  ofMacedonia  and  the  main 
prize  of  the  major  port  city  of  Salonika  The  population  of  the  area  of  FYROM  is  composed  of  40-45%  Slavs,  30% 
Albanians,  10%  Greeks,  10%  gypsies  and  others  (See  Exhibit  7,  article  by  CM  Woodhouse,  in  the  Christian  Science 
Monitor,  October  28,  1992,  p  19.  Mr  Woodhouse,  a  noted  historian  and  former  member  of  Parliament,  served  Britain  in 
Greece  during  and  after  W.W.ll.); 

11.  The  United  States  opposed  the  use  of  the  name  Macedonia  by  Tito  in  1944  and  we  should  continue  to  oppose  it 
now.  In  a  Circular  Airgram  (868  014,  Dec.  26,  1944;  see  Exhibit  8)  Secretary  of  State  Edward  R  Steltinius,  Jr.,  stated: 

"This  Government  consideis  talk  of  Macedonian  'nation,'  Macedonian 
'Fatherland,'  or  Macedonian  'national  consciousness'  to  be  unjustified  demagoguery 
representing  no  ethnic  nor  political  reality,  and  sees  in  its  present  revival  a  possible 
cloak  for  aggressive  intentions  against  Greece.  The  approved  policy  of  this  Government 
is  to  oppose  any  revival  of  the  Macedonian  issue  as  related  to  Greece  " 

12.  Stettinius'  airgram  was  prophetic  because  Tito  and  Stalin  did  initiate  aggressive  action  against  Greece  United 
States  policy  was  to  protect  the  territorial  integrity  of  Greece  from  a  communist  takeover.  That  was  the  key  issue  and 
reason  for  the  Truman  Doctrine  and  aid  to  Greece  in  1947; 

13.  Skopje's  actions  and  Greece's  reactions  must  be  seen  in  the  context  of  Moscow's  and  Tito's  support  of  the 
communists  in  Greece's  civil  war  in  1946-49.  Tito  supplied  arms  and  food  to  the  Greek  communists  from  bases  in  the 
Skopje  region  of  Yugoslavia  with  the  full  support  of  Stalin, 

14.  Tito's  and  Stalin's  actions  against  Greece  resulted  in  the  death  of  over  50,000  Greeks,  500,000  homeless  and 
25,000  Greek  children  were  kidnapped  The  Skopje  regime  and  its  communist  leadership,  including  Gligorov,  were  in  the 
forefront  of  Tito's  efforts  against  Greece, 

15.  Greece's  defeat  of  the  communist  insurgency  in  the  Greek  Civil  War,  1946-1949  (see  supra); 

16.  Greece  played  an  important  role  in  the  Allied  victory  in  World  War  II  (see  supra); 

17.  The  ancient  Macedonians  were  Greeks,  as  all  historical  and  archaeological  evidence  demonstrates; 

18.  The  visits  of  President  Kiro  Gligorov,  former  communist  party  apparatchik  and  Tito  protege,  to  the  U.S.  are 
carefiilly  stage-managed  by  Hill  &  Knowlton,  the  public  relations  and  lobbying  firm  which  is  also  the  registered  foreign 
agent  for  Turkey.  While  Gligorov  was  in  the  United  States,  Skopje's  brazen  propaganda  campaign  against  Greece 
continued,  including  "commemorative"  bank  notes  depicting  the  famous  "White  Tower"  of  Salonika,  and  the  publishing  of 
maps  of  "Macedonia"  which  encompass  one-fourth  of  mainland  Greek  territory.  In  August,  1992,  many  months  after  their 
secessionist  action  and  following  the  conditions  set  forth  by  the  EC  and  concurred  in  by  the  United  States,  their  parliament, 
in  a  highly  provocative  action,  voted  to  appropriate  the  Greek  Star  of  Vergina  of  Alexander  the  Great  as  their  symbol  on 
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their  flag  Skopje's  propaganda  campaign  long  precedes  the  breakup  of  Yugoslavia    It  started  with  Tito  in  1945  and  has 
continued  to  date; 

19  The  most  serious  threat  to  FYROM's  existence  is  internal,  from  the  large  Albanian  minonty  (30%  plus),  not 
external.  (See  Kamm,  NY.  Times.  May  5.  1994,Exhibit  5), 

20.  The  Preamble  and  articles  3  and  49  of  the  constitution  of  the  Skopje  regime  contain  objectionable  language  which 
cite  the  status  of  "Macedonian"  people  in  neighboring  countries  and  states  that  the  Skopje  regime  (Macedonia)  "cares  for 
the  status  of  persons  belonging  to  the  Macedonian  people  in  neighboring  countries  .  and  promotes  links  with  them  " 

21.  Names  have  a  powerful  significance  They  are  used  for  territorial  claims  and  interference  in  the  internal  affairs  of 
one's  neighbors; 

22  Greece  has  no  claim  to  the  territory  of  the  Skopje  regime  and  would  welcome  trade  lies  and  good  neighbor 
relations,  which  the  Skopje  regime  needs,  if  the  regime  changes  its  name  Through  a  Greek  initiative,  Skopje's  four 
neighbors.  Albania,  Serbia,  Bulgaria  and  Greece  reaffirmed  the  inviolability  of  their  borders  with  the  Skopje  regime, 

23  Recognition  of  the  Skopje  regime  under  the  name  of  Macedonia  will  prove  destabilizing  for  the  region  and 
harmful  to  United  States  interests  It  is  best  to  prevent  a  crisis  rather  than  to  liave  to  respond  to  it, 

24  On  June  27,  1992,  the  European  Community  announced  a  unanimous  acceptance  of  the  Greek  position  that  the 
Skopje  regime  should  be  granted  recognition  only  if  the  word  "Macedonia"  was  not  included  in  its  name  The  European 
Council  stated  that: 

"It  e.xpresses  its  readiness  to  recognize  that  republic  (Skopje)  within  its  existing    borders  according  to  its 
Declaration  on  16  December  1991  under  a  name  which  does  not  include  the  term  Macedonia  " 

The  December  16,  1991  Declaration  of  the  EC  set  forth  the  following  3  conditions  that  Skopje  is  required  to  commit 
itself  to  prior  to  recognition: 

(1)  to  adopt  constitutional  and  political  guarantees  ensuring  that  it  has  no  territonal  claims 
towards  a  neighboring  community  state; 

(2)  that  it  will  conduct  no  hostile  propaganda  activities  versus  a  neighboring  community 
state;  and 

(3)  that  it  will  not  make  use  of  a  denomination  which  implies  territorial  claims. 

25.  Greece,  a  major  United  States  ally  in  the  Persian  Gulf  War  and  in  this  century  (in  W.W.I,  WWII,  in  the  historic 
defeat  of  the  communists  in  1946-49  and  in  Korea)  has  earned  the  ftill  support  and  loyalty  of  the  United  States  in  this 
matter    It  is  in  the  interests  of  the  United  States  to  give  that  support  and  loyalty. 

Ecumenical  Patriarchate  and  the  Haiki  Patriarchal  School  of  TheolQg>' 

In  recent  years  there  have  been  successive  terrorist  attempts  to  desecrate  and  destroy  the  Ecumenical  Patriarch's 
premises  in  the  Fanar  area  of  Istanbul  by  placing  bombs  or  other  incendiary  devices  in  the  Patriarchate  and  by  posting 
slanderous  inscriptions  on  its  walls.  These  attempts  have  been  intensified  since  last  summer. 

The  following  is,  a  list  of  recent  provocations  against  the  Ecumenical  Patriarchate  and  the  remnants  of  the  Greek 
Orthodox  Christian  community  in  Turkey: 

•  in  July  1993  the  Christian  Orthodox  cemetery  in  Yenikoy,  near  Istanbul,  was  attacked 
by  vandals  and  desecrated    One  month  later  the  cemetery  was  desecrated  once  again 

•  there  has  been  a  concerted  effort  throughout  Turkey  to  convert  the  Church  of  Hagia 
(Saint)  Sophia,  one  of  the  most  sacred  monuments  of  Greek  Orthodox  Christianity  and 
currently  used  as  a  museum,  into  a  mosque; 

•  on  the  night  of  March  30,  1994  unknown  perpetrators  threw  a  molotov  bomb  inside  the 
back  court-yard  of  the  Ecumenical  Patriarchate, 

•  on  May  28,  1994  three  bombs  were  discovered  in  the  building  where  the  Patriarch  lives; 

•  the  Turkish  press  and  some  politicians  have  been  launching  a  well  orchestrated 
campaign  against  the  Ecumenical  Patriarchate  accusing  it  of  trying  to  become  an 
independent  state  or  that  it  wishes  to  revive  the  Byzantine  Empire  These  accusations 


406 


result  in  provoking  dangerous  reactions  among  the  Moslem  population  in  Turkey 
against  the  Ecumenical  Patriarchate;  and 
•      negative  statements  have  been  directed  towards  the  Patriarchate  by  the  Mayor  of  the 
Falih  District  oflstanbul. 

Patriarch  Bartholomew  and  those  associated  with  the  Ecumenical  Patriarchate  are  Turkish  citizens  and  must  be 
protected  under  Turkish  law  against  blatant  attacks  towards  ethnic  minorities.  It  is  the  Turkish  government's  obligation  to 
protect  the  Ecumenical  Patriarchate,  a  major  international  religious  institution  that  is  located  on  Turkish  soil.  Further,  it  is 
the  Turkish  government's  obligation  to  protect  and  guarantee  the  rights  of  the  Greek  minority  under  international  treaties 
and  agreements. 

The  Turkish  government  arbitrarily  and  illegally  closed  in  1971,  the  Halki  Patriarchal  School  of  Theology  which  is 
a  serious  concern  for  the  Ecumenical  Patriarchate  as  Turkish  law  requires  that  the  Patriarch,  as  well  as  all  the  clergy, 
faculty  and  students  be  citizens  of  Tuikey,.  The  school  is  the  only  educational  institution  for  Orthodox  Christian  leadership. 

The  unimpeded  continued  provocations  against  the  Ecumenical  Patriarchate  and  the  closing  of  the  Halki  School  of 
Theology  are  in  violation  of  International  Treaties  which  Turkey  has  been  a  signatory,  including  the  Treaty  of  Lausanne, 
the  1968  Protocol,  the  Helsinki  Final  Act-  1975,  and  the  Charter  of  Paris.  These  consequences  have  severely  compromised 
and  threatened  the  safety  and  security  of  the  Ecumenical  Patriarchate  and  the  future  existence  of  this  Orthodox  Institution 
in  Turkey.  The  Ecumenical  Patriarchate  is  the  spiritual  center  for  more  than  250  million  Orthodox  Christians  worldwide  ~ 
including  approximately  5  million  in  the  United  States. 

Albania: 

Albania  has  long  been  a  consistent  \iolator  of  human  rights  for  the  Greek  minority  in  Albania,  primarily  in 
Northern  Epirus  The  current  government  led  by  President  Sal  Berisha  has  continued  to  exacerbate  the  situation  by 
pursuing  a  policy  of  intimidation,  degradation  and  outright  ethnic  cleansing  Since  1992  when  Berisha  came  to  power  he 
has  forced  virtually  all  Greek  officers  out  of  the  armed  forces,  has  drastically  reduced  Greek  representation  in  the  police, 
judiciary  and  public  administration,  and  has  cut  back  Greek-language  schools  from  354  before  WWII  to  46  today  All  these 
actions  are  aimed  at  making  ethnic  Greeks  in  Albania  feel  that  they  are  powerless,  have  no  hope  of  retaining  their  ethnic 
identity  and  must  abandon  their  homes  and  move  to  Greece. 

More  recently  the  Albanian  go%ernment  arrested  and  convicted  five  leaders  of  Albania's  ethnic  Greek  community 
(OMONIA)  on  trumped-up  espionage  charges   The  OMONIA  5  vociferously  maintain  their  innocence    In  a  "political 
Stalinist-type  show  trial,"  decried  by  foreign  governments  and  human  rights  organizations  as  being  a  gross  violation  of 
international  standards,  the  defendants  stated  that  they  were  physically  and  psychologically  tortured  during  detention. 
During  the  trial  they  were  denied  the  right  to  question  the  prosecution's  witnesses  or  to  present  their  own  and  were  denied  a 
presumption  of  innocence,  according  to  human  rights  observers. 

Foreign  observers  of  the  trial  from  such  organizations  as  Minnesota  Advocates,  the  Commission  for  Security  and 
Cooperation  in  Europe  (C.S  C  E),  and  the  Council  of  Europe  all  wrote  reports  stating  that  the  prosecution  not  only  violated 
the  basic  rights  of  the  defendants  to  a  fair  trial  but  failed  to  present  any  direct  evidence  to  support  the  charges  against  them. 

After  an  international  outcry,  a  tribunal  of  Albanian's  highest  court  suspended  the  sentences  of  the  men  on 
February  8,  1995  and  released  them,  but  the  government  appealed  the  ruling  and  asked  that  the  court  as  a  whole  review  it. 
While  the  men  are  now  free,  the  fact  that  they  can  be  re-arrested  and  imprisoned  again  at  the  whim  of  any  government 
official  is  an  intimidation  of  the  whole  Greek  minority  in  Albania  that  the  men  represent 

The  Balkan  region  is  a  "hot  spot"  in  the  world.  Stability  is  a  key  factor  in  the  region  and  a  close  and  peaceful 
relationship  between  Albania  and  Greece  would  be  important  to  stability  in  the  region.  The  United  States  must  realize  the 
potential  danger  that  can  arise  from  this  scenario  and  take  an  active  role  in  the  improvement  in  relations  between  these  two 
countries. 

Armenia 

The  Turkish  government,  in  violation  of  international  law  and  deflance  of  the  United  Nations,  has  blockaded  its 
border  with  Armenia  For  close  to  two  years,  the  Turkish  government  has  refused  to  allow  desperately  needed  U.S.  and 
other  international  assistance  to  reach  the  people  of  Armenia.  Unable  to  cross  Turkish  territory  or  transit  its  airspace,  relief 
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supplies  have  been  rerouted  through  Georgia,  where,  due  to  widespread  instabilit>',  large  portions  of  the  aid  is  either  lost  or 
diverted. 

In  addition,  Turkey  continues  to  wage  a  sophisticated  public  relations  campaign  to  rewrite  the  history  of  Turkey's 
Armenian  Genocide,  the  First  Holocaust  of  this  century  Despite  overwhelming  evidence  documenting  this  crime  against 
humanity,  Turkey  has  chosen  to  deny  and  cover-up  this  tragic  chapter  in  its  historj-  It  should  be  clear  by  now  that  the 
surest  means  to  encourage  present  and  future  genocides  is  to  deny  the  genocides  of  the  past  In  its  campaign  to  rewrite  the 
history  of  the  Armenian  Genocide,  the  Turkish  government  is  doing  a  disservice  to  all  of  humanity. 

Conclusion 

In  summary  for  the  reasons  stated  herein,  in  the  interests  of  the  United  States,  we; 

1  oppose  military  and  economic  aid  to  Turkey; 

2.  we  support  military  aid  for  Greece, 

3  we  support  humanitarian  aid  for  Cyprus; 

4.  we  oppose  assistance  to  I^YROM; 

5.  we  oppose  assistance  to  Albania; 

6.  we  support  H.R.1274  and  the  companion  bill  S.578  ,  which  would  limit  assistance  for  Turkey  under  the  Foreign 
Assistance  Act  of  1961  and  the  Arms  Export  Control  Act  until  it  complies  with  certain  human  rights  standards;and 

7.  we  support  S.Con.Res  7  and  the  forthcoming  companion  bill  in  the  House  which  would  express  the  sense  of 
Congress  that  the  President  should  not  have  granted  diplomatic  recognition  to  the  Former  Yugoslav  Republic  Of  Macedonia 
(FYROM) 

8.  we  support  S. Con  Res  91. 
Thank  you,  Mr.  Chairman 
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Thursday,  March  30,  1995. 
GREEK-AMERICAN  ORGANIZATIONS 

WITNESS 

ANDREW    E.    MANATOS,    UNITED    HELLENIC    AMERICAN    CONGRESS 
(UHAC) 

Mr.  Knollenberg.  The  next  gentleman  will  be  Andrew  Manatos. 
Am  I  doing  that  right? 

Mr.  Manatos.  Yes,  sir. 

Mr.  Knollenberg.  Mr.  Manatos  is  on  the  Executive  Board  with 
the  United  Hellenic  American  Congress.  So,  the  floor  is  yours. 

Mr.  Manatos.  Thank  you. 

Mr.  Knollenberg.  Thank  you.  That  is  an  interesting  item,  is  it 
not? 

Mr.  Manatos.  I  was  going  to  say,  this  is  the  first  time  I  have 
testified  since  the  change  in  the  Congress  and  I  was  expecting  the 
high  tech  Congress  when  I  arrived. 

Mr.  Knollenberg.  It  was  a  shock  to  me  as  well. 

Mr.  Manatos.  It  does  the  job. 

I  appreciate  the  opportunity  to  testify  before  you  today  on  behalf 
of  the  United  Hellenic  American  Congress,  the  Justice  for  Cyprus 
Organization,  the  PSEKA  organization,  the  Pancyprian  Association 
and  the  coordinated  effort.  I  would  like  to  submit  my  testimony  for 
the  record  and  just  speak  extemporaneously,  if  I  might. 

Mr.  Knollenberg.  You  bet. 

Mr.  Manatos.  The  issues  before  you,  Mr.  Chairman,  are  really 
very  simple  with  regard  to  Greece  and  to  Cyprus.  You  are  lucky, 
particularly  lucky  on  this  subcommittee,  because  on  these  issues, 
you  just  happen  to  have  one  of  the  best  experts  in  the  country, 
Congressman  John  Porter,  who  carried  a  lot  of  the  ball  last  year. 
I  would  like  to  flag  for  you  something  that  happened  last  year  in 
the  subcommittee  and  then  what  has  happened  since  that  time.  I 
should  also  put  a  parenthesis. 

Because  the  Foreign  Aid  Bill  has  been  unable  to  pass  the  author- 
ization committees  for  some  years  now,  this  bill  in  effect  is  the  ex- 
pression of  foreign  policy  of  the  Congress  of  the  United  States.  So, 
the  expressions  that  you  make  in  here,  we  would  appreciate  it  if 
you  would  urge  our  government  to  take  certain  actions. 

Following  on  Congressman  Porter's  initiative  last  year,  you  will 
recall,  this  subcommittee  withheld  25  percent  of  Turkish  aid.  It 
withheld  it  pending  a  determination  of  was  this  American  aid 
being  used  to  kill  innocent  civilians.  I  do  not  know  if  you  followed 
the  reaction  to  that  action  of  the  subcommittee,  but  the  reaction 
was  as  follows,  the  government  of  Turkey  publicly  communicated 
that,  if  the  United  States  was  going  to  hold  these  funds  to  see  if 
Turkey  was  going  to  use  them  to  kill  innocent  civilians,  well,  then 
they  did  not  want  our  money.  Publicly,  they  said  they  would  turn 
it  down. 

Second,  following  that,  Turkey  broke  our  trade  embargo  against 
Iraq  and  encouraged  the  rest  of  the  world  to  do  the  same.  Just  re- 
cently, as  you  know,  Turkey  has  made  an  incursion  into  Iraq.  As 
I  know  many  of  the  subcommittee  members  are  aware,  it  has  a  lot 
to  do  with  an  oil  pipeline  in  Iraq  that  Turkey  has  had  its  eye  on 
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and  that  Saddam  Hussein  has  had  his  eye  on  for  some  time  and 
that  the  Kurds  happen  to  have  under  their  control. 

It  is  the  opinion  of  the  Greek-American  community,  Mr.  Chair- 
man, that  if  the  Congress  is  looking  to  save  tax  dollars  and  we  are 
all  looking  to  save  tax  dollars,  that  this  is  a  great  place  to  look. 
There  is  an  extraordinary  amount  of  money  that  is  spent  every 
year  on  military  aid  to  Turkey  and  7/10  of  that  amount  is  sent  to 
Greece  so  that  they  can  defend  themselves  against  our  aid  which 
has  been  used  against  them.  We  call  that,  as  you  know,  the  10  to 
7  ratio. 

The  Greek-American  community  would  prefer  the  zero  to  zero 
ratio,  which  would  save  a  tremendous  amount  of  taxpayer  dollars. 
We  have  created  an  arms  war  over  there. 

Sending  these  funds  to  Turkey  is  a  very  dangerous  thing.  We  did 
the  same  thing  with  Iran  and  we  did  the  same  thing  with  Iraq. 
They  turned  in  the  direction  that  Turkey  has  headed  very  rapidly 
and  turned  against  us  as  we  anticipate  may  again  be  the  case. 

Let  me  touch  on  a  few  other  basic  points  of  concern  to  the  com- 
munity. One  is  in  the  country  of  Albania. 

The  American  Government  has  done  some  good  things.  Five  in- 
nocent Greek  minority  members  were  arrested  in  Albania,  includ- 
ing one  who  had  a  death  sentence  imposed  upon  him.  The  govern- 
ment of  the  United  States  got  deeply  involved.  The  Albanians  have 
very  recently  released  these  Greek  minority  members  in  the  coun- 
try of  Albania.  One  of  them  was  an  American  citizen.  That  is  good 
news.  We  would  encourage  the  subcommittee  to  encourage  Alba- 
nia to  treat  all  of  its  minorities,  justly  and  fairly. 

Second,  the  Congress  passed  last  year  a  bill  to  try  to  find  out 
what  Turkey  did  with  five  American  citizens  who  were  captured 
alive  20  years  ago  in  Cyprus  and  Turkey  has  refused  to  tell  us 
what  they  did  with  them.  So,  the  Congress  had  to  pass  a  law  and 
now  and  investigation  is  under  way.  We  are  hopeful  that  we  are 
going  to  get  some  results  regarding  what  did  happen  to  these  five 
American  citizens  and  the  over  1,600  Greek  Cypriots  who  were  cap- 
tured alive  with  them  as  well. 

The  issue  of  what  we  call  Skorie  [phonetic]  which  the  U.N.  calls 
the  former  Yugoslav  Republic  of  Macedonia  just  north  of  Greece,  is 
an  important  issue  that  is  going  to  be  going  to  the  negotiating  table 
soon.  There  has  been  some  reasonable  conduct  on  both  sides  and 
there  is  some  hope  that  there  will  be  some  movement.  Although, 
at  the  moment,  this  country  is  still  refusing  to  release  its  threats 
on  our  ally,  Greece.  As  you  know,  our  country's  position  is,  until 
you  stop  threatening  our  ally,  Greece,  we  are  not  going  to  send  an 
ambassador  and  treat  you  the  way  we  would  like  to  treat  you. 

I  would  like  to  also  mention  to  also  you  that  the  Patriarchate  in 
Istanbul  is  the  Greek  orthodox  community's  Vatican.  That  is  our 
Pope,  our  Patriarch  over  there.  As  you  know,  there  were  some 
bombs  planted  in  the  Patriarchate  and  some  very  serious  threats 
to  this  entity  that  heads  the  orthodox  world  of  over  250,000,000 
Greek  Orthodox  citizens. 

And  finally,  another  good  thing  that  the  American  Government 
has  done — and  I  will  conclude  on  this.  That  is,  we  have  taken  a 
bold  step  to  get  Cyprus  into  the  European  Union.  Our  feeling  on 
that  is,  it  will  change  the  djoiamic  of  the  Cyprus  issue  and  bring 
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less  of  a  reluctance  to  settle  the  Cyprus  problem.  If  we  do  get  that 
settled,  that  is  the  Gordian  Knot  that  has  caused  so  many  prob- 
lems for  the  United  States  in  the  eastern  Mediterranean  and  cer- 
tainly problems  between  our  two  allies,  Greece  and  Turkey. 

We  appreciate  your  consideration  and  we  urge  you  to — we  will 
talk  with  your  people  privately,  but  we  urge  you  to  include  lan- 
guage in  this  legislation  that  would  urge  each  of  these  issues  along. 
We  are  sure  that  this  is  the  direction  that  the  subcommittee  would 
want  to  go. 

[The  information  follows:] 
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TESTIMONY 
BY  ANDREW  B.  MANATOS 

ON  BEHALF  OF 

THE  UNITED  HELLENIC  AMERICAN  CONGRESS  (UHAC) , 

THE  PANCYPRIAM  ASSOCIATION, 

THE  INTERNATIONTOj  COORDINATING  COMMITTEE  — 

JUSTICE  FOR  CYPRUS  (PSEKA-America)  AND 

THE  COORDINATED  EFFORT 

IN  WASHINGTON,  D.C. 

BEFORE  THE  FOREIGN  OPERATIONS  SUBCOMMITTEE  OF  THE 
HOUSE  APPROPRIATIONS  COMMITTEE 

MARCH  30,  1995 


Mr.  Chairman: 

You  have  become  chairman  of  the  Foreign  Operations 
Appropriations  Siibcommittee  at  a  time  when  matters  of  greatest 
concern  to  the  Greek-American  community  are  presenting  themselves 
for  effective  action  in  a  way  that  they  never  have  in  the  past. 
Since  this  subcommittee  voted  nearly  a  year  ago  to  hold  25  percent 
of  Turkey's  military  aid,  until  a  determination  could  be  made  as 
to  whether  such  aid  is  being  used  against  innocent  Turkish 
citizens,  many  things  have  happened, 

1)  The  government  of  Turkey  has  publicly  communicated  to  the 
United  States  that  they  did  not  want  that  American 
military  aid  if  our  country  was  going  to  examine  if  they 
used  it  against  innocent  civilians. 

2)  Turkey  began  violating  the  American  trade  embargo  on  Iraq 
and  called  upon  the  rest  of  the  world  to  lift  the 
American-motivated  trade  embargo  against  Iraq. 

3)  Also,  very  recently,  Turkey  used  American  equipment  to 
take  military  actions  in  Iraq  which  have  brought  death 
and  suffering  to  innumerable  civilians.  They  have 
repeated  their  yet  unfulfilled  words  of  20  years  ago  in 
Cyprus  regarding  their  imminent  withdrawal  of  their 
military  from  this  area  they  have  invaded. 
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If  each  member  of  this  subcommittee  explained  to  his  or  her 
constituents  how  their  taxpayer  dollars  were  being  spent  in 
military  and  economic  aid  in  Turkey,  there  is  not  one  congressional 
district  which  would  support  that  foreign  aid.  When  Americans  pay 
their  taxes,  they  do  not  expect  those  monies  to  be  used  to 
systematically  kill  and  militarily  occupy  innocent  civilians. 

Mr.  Chairman,  positive  things  have  also  happened  which  this 
subcommittee  can  encourage.  As  you  know,  since  the  Foreign  Aid 
Authorization  bill  rarely  passes  the  Congress,  the  Foreign 
Operations  Appropriations  bill  before  you  is  the  best  expression 
of  American  foreign  policy  that  the  legislative  branch  of  our 
goyernment  produces.  This  committee  can  support  American 
government  initiatives,  which  have  recently  shown  a  great  deal  of 
success.  Recently,  five  innocent  people  living  in  Albania  among 
the  Greek  minority  were  arrested  and  faced  penalties  which  included 
the  death  sentence.  The  American  government,  working  closely  with 
the  government  of  Greece  and  the  government  of  Albania,  has  taken 
actions  which  have  recently  produced  the  release  of  those  five 
people.  The  issue  for  the  minority  in  Albania,  however,  is  not 
over.  This  subcommittee  can  encourage  the  American  government  to 
insist  on  the  proper  treatment  of  the  Greek  minority  in  Albania. 

Mr.  Chairman,  as  you  know,  the  country  of  Cyprus  remains 
illegally  militarily  occupied,  by  over  30,000  Turkish  troops, 
despite  repeated  calls  by  the  United  States  and  the  United  Nations 
for  the  withdrawal  of  all  foreign  troops,  or  the  demilitarization 
of  Cyprus.  The  American  government  is  now  undertaking  a  major 
investigation,  as  a  result  of  a  congressional  initiative,  to  find 
out  what  the  military  of  Turkey  did  with  five  American  citizens 
they  captured  alive  during  their  invasion  of  Cyprus.  Hopefully, 
we  can  find  what  Turkey  did  with  those  five  American  citizens  and 
with  the  over  1,600  Greek-Cypriot  citizens  who  they  took  alive  over 
20  years  ago. 

Also,  due  to  a  recent  American  government  initiative,  Cyprus 
is  now  on  course  to  become  part  of  the  European  Union.  This  will 
hopefully  change  the  dynaunic  of  the  Cyprus  problem  and  bring  a 
settlement  to  that  tragedy.  As  you  know,  the  last  time  there  was 
a  serious  negotiation,  Turkish-Cypriots  rejected  an  American 
supported  proposal.  They  felt  that  even  though  they  are  only  an 
18  percent  minority  in  that  country  and  were  guaranteed  the 
position  of  the  vice  presidency,  half  of  the  House  of 
Representatives  and  half  of  the  Supreme  Court,  it  was  not  enough. 
They  insisted  on  a  rotating  presidency  and  equal  control  of  the 
country,  regardless  of  their  18  percent  population  figure. 
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with  Cyprus  moving  toward  EU  membership,  Turkey  should  now 
understand  that  time  is  no  longer  on  their  side  and  that  the  United 
States  will  not  allow  the  Cyprus  problem  to  fester  any  longer.  It 
is  too  dangerous  for  our  country  to  allow  it  to  continue.  This 
subcommittee  can  send  a  strong  signal  to  Turkey  with  regard  to 
settling  Cyprus,  and  I  would  strongly  urge  you  to  do  so.  Turkey 
must  also  be  urged  to  protect  and  treat  appropriately  the 
Ecumenical  Patriarchate  in  Istanbul,  the  center  for  350  million 
Orthodox  Christians  worldwide. 

Finally,  Mr.  Chairman,  as  you  know,  America  has  taken  the 
position  that  we  will  not  send  an  ambassador  to  the  Former  Yugoslav 
Republic  of  Macedonia  (FYROM)  until  they  stop  threatening  our  long 
time  ally,  Greece.  As  you  know,  FYROM' s  current  constitution  makes 
reference  to  language  which  asks  people  in  the  north  of  Greece  to 
take  up  arms  against  Greece.  Their  name  and  flag  are  intentionally 
irredentist  against  Greece.  Their  people  suffer  from  a  trade 
action  which  has  resulted  from  these  threats  against  Greece. 

Mr.  Chairman,  I  strongly  urge  you  to  join  the  executive 
branch's  efforts  to  send  a  strong  message  to  the  leaders  of  FYROM 
asking  that  they  end  their  threats  against  Greece. 

Mr.  Chairman,  as  you  can  see,  there  are  many  opportunities  for 
the  United  States  to  strengthen  our  country ' s  relationship  with 
Greece  and  Cyprus  and  to  improve  prospects  of  American  security 
interests  in  the  Eastern  Mediterranean  and  Balkans.  We  urge  you 
to  include  in  this  Appropriations  legislation  for  fiscal  year  1996 
language  and  dollar  adjustments  which  we  will  communicate  to  you. 
Such  language  and  such  adjustments  targeted  at  Turkey,  Albania, 
FYROM,  Greece  and  Cyprus  will  continue  to  improve  American  foreign 
policy  and  American  security  interests  in  the  Eastern  Mediterranean 
and  the  Balkans. 
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Mr.  Knollenberg.  Mr.  Manatos,  thank  you  very  kindly. 


Thursday,  March  30,  1995. 
U.S.  OVERSEAS  COOPERATIVE  DEVELOPMENT  COUNCIL 

WITNESS 

DR.  CHRISTOPHER  E.  BAKER,  CHAIRMAN,  U.S.  OVERSEAS  COOPERA- 
TIVE  DEVELOPMENT  COUNCIL 

Mr.  Knollenberg.  The  next  witness  for  the  U.S.  Overseas  Coop- 
erative Council  we  have  Dr.  Christopher  Baker,  Chairman,  who  is 
appearing  on  their  behalf. 

Dr.  Baker? 

Mr.  Baker.  Thank  you,  it  is  a  pleasure  to  have  this  opportunity 
to  share  in  this  important  review  that  you  are  carrjdng  out  on  the 
foreign  assistance  program.  I  am  Chris  Baker  and  I  am  here  rep- 
resenting both  the  Overseas  Cooperative  Development  Council 
which  I  am  honored  to  chair  at  the  present  time  and  the  World 
Council  of  Credit  Unions  where  I  serve  as  Chief  Executive  Officer. 

The  OCDC  is  a  private,  non-governmental  organization  composed 
of  10  cooperative  development  organizations  with  more  than  100 
million  members  in  the  United  States  alone.  Collectively  we  rep- 
resent hundreds  of  person-years  of  experience  in  the  field  of  inter- 
national development  in  more  than  80  countries  around  the  world. 

And  these  activities  were  initiated,  in  many  cases,  more  than  30 
years  ago.  Our  members  include  the  Agricultural  Cooperative  De- 
velopment International,  the  Americas  Association  of  Cooperative 
Mutual  Insurance  Societies,  Cooperative  Housing  Foundation,  the 
Credit  Union  National  Association,  and  World  Council  of  Credit 
Unions,  Land  O'Lakes  Incorporated,  National  Cooperative  Business 
Association,  the  National  Rural  Electric  Cooperative  Association, 
the  National  Telephone  Cooperative  Association,  Tri -Valley  Grow- 
ers, Inc.,  and  the  Volunteers  In  Overseas  Cooperative  Assistance. 

The  World  Council  of  Credit  Unions,  which  is  headquartered  in 
Madison,  Wisconsin,  represents  more  than  55,000  credit  unions, 
with  a  total  membership  of  93  million  people  worldwide.  The  Credit 
Union  National  Association  of  the  United  States  is  our  largest 
member. 

Mr.  Chairman,  we  recognize  that  the  task  of  this  subcommittee 
is  not  an  easy  one.  And  in  an  era  of  diminishing  official  resources 
we  understand  the  need  to  scrutinize  foreign  assistance  as  well  as 
all  other  governmental  programs  closely.  We  recognize  that  it  is  es- 
sential that  we  find  ways  of  assuring  greater  cost  efficiencies  and 
results  in  all  programs. 

But  it  is  also  important  that  we  not  sacrifice  efficient  and  effec- 
tive programs.  The  views  of  100  million  cooperative  members  in 
this  country  closely  parallel  those  of  the  public  at  large.  We  believe 
that  government-to-govemment  programs  which  have  little  impact 
on  empowerment,  private  sector  development,  the  strengthening  of 
market  economies  and  democratization  should  be  regulated  to  a 
museum  for  failed  experiences  of  the  past. 

But  we  do  support,  as  does  the  public  at  large,  the  continuation 
and  reemphasis  of  programs  which  unleash  the  creative  power  of 
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self-help  which  is  one  of  the  few  effective  prescriptions  for  the  long- 
term  development  and  viability  of  free  market  economies. 

American  credit  unions  and  cooperatives  have  played  an  impor- 
tant role  in  providing  technical  assistance  and  training  aimed  at 
developing  these  cooperative  grass-roots  institutions  overseas.  It  is 
equally  important  to  point  out  that  we  have  done  this  through  a 
partnership  involving  our  own  financial  resources  and  people  as 
well  as  the  significance  and  support  of  USAID. 

What  is  it  that  we  actually  do  in  practice?  Well,  very  simply  co- 
operative and  credit  union  development  provide  the  less  privileged 
in  developing  and  transitional  economies  with  the  key  to  open  the 
door  to  their  own  futures,  better  futures.  But  they  must  turn  the 
key,  themselves. 

Let  me  use  credit  unions  to  illustrate  this  point.  We  have  as- 
sisted in  building  credit  union  movements  in  79  developing  coun- 
tries comprising  more  than  37,000  credit  unions.  But  it  is  the  15 
million  members  of  these  credit  unions  who  have  provided  the  $12 
billion  which  they  now  hold  in  savings  which  are  converted  into 
several  multiples  of  this  in  yearly  loans  to  members.  It  is  their  sav- 
ings which  have  allowed  credit  unions  to  become  the  single  largest 
institutional  source  of  micro-enterprise  credit  in  the  world. 

And  in  the  written  statement  that  we  have  presented  to  you,  we 
have  provided  other  examples  of  how  other  members  of  the  OCDC 
have  had  equivalent  impact  in  their  activities. 

Through  the  activities  of  our  members,  Americans  and  American 
non-governmental,  community-based  institutions  provide  assistance 
to  individuals  and  private  citizen  groups  in  developing  countries 
which  is  contributing  to  empowerment,  democratization,  and  the 
stability  that  comes  with  improved  standards  of  living. 

The  cost  of  these  programs  to  the  American  taxpayer  is  modest 
and  their  leverage  impact  high.  AID  support  has  helped  to  stimu- 
late the  creation  of  local  equity,  as  well  as  US  cooperative  organiza- 
tion financial  support  and  highly  effective  cooperative-to-coopera- 
tive partnership. 

Mr.  Chairman,  in  conclusion,  the  deliberations  within  this  sub- 
committee will  play  a  key  role  in  determining  what  types  of  devel- 
opment programs  the  United  States  Government  will  continue  to 
support  and  those  that  will  be  discontinued. 

We  would  submit  to  you  that  programs  that  commit  financial 
and  political  democratization  at  the  grass-roots  level,  that  empha- 
size the  outward  projection  of  American  values  and  practices 
through  direct  private  sector  people-to-people  contact  should  merit 
a  high  priority  in  future  foreign  assistance  programs. 

We  believe  that  they  truly  are  consistent  with  and  protect  the 
United  States  national  interest.  Mr.  Chairman,  thank  you  for  the 
opportunity  to  make  this  statement.  I  would  be  more  than  happy 
to  respond  to  questions  now  or  in  the  future.  Thank  you. 

Mr.  Knollenberg.  Thank  you,  very  much.  There  may  be  some 
and  if  that  is  the  case,  you,  obviously,  will  be  informed  of  that,  but 
we  thank  you  very  kindly  for  your  testimony. 

[The  information  follows:] 
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We  appreciate  the  opportunity  to  testify  on  foreign  assistance 
appropriations  for  FY  1996. 

Formed  in  1961,  the  U.S.  Overseas  Cooperative  Development  Council 
(OCDC)  is  a  private,  nongovernmental  organization  that  represents 
more  than  100  million  members  of  U.S.  cooperatives.  OCDC  is 
composed  of  ten  cooperative  development  organizations: 

Agricultural  Cooperative  Development  International 

Americas  Association  of  Cooperative /Mutual  Insurance  Societies 

Cooperative  Housing  Foundation 

Credit  Union  National  Association/World  Council  of  Credit 

Unions 

Land  O'LeiXes,  Inc. 

National  Cooperative  Business  Association 

National  Rural  Electric  Cooperative  Association 

National  Telephone  Cooperative  Association 

Tri  Valley  Growers,  Inc. 

Voliinteers  in  Overseas  Cooperative  Assistance 

I  eun  Chief  Executive  Officer  of  one  of  these  organizations,  the 
World  Council  of  Credit  Unions.  Located  in  Madison,  Wisconsin, 
WOCCU  is  affiliated  with  the  Credit  Union  National  Association.  We 
represent  some  55,000  credit  unions  worldwide  with  a  total 
membership  of  93  million. 

In  an  era  of  diminishing  resources,  we  understand  the  need  to 
closely  scrutinize  foreign  assistance  programs  including  those 
carried  out  by  U.S.  cooperatives. 

In  your  deliberations  and  bill  markup,  we  ask  that  you  give  strong 
consideration  to  preserving  private  sector  to  private  sector 
progreuns  that  promote  free  market  development  overseas. 

U.S.  cooperatives  and  credit  unions  tap  thousands  of  Americans  in 
grassroots  efforts  that  promote  employment,  increase  incomes  and 
build  democracies  abroad.  These  private  sector  programs  strengthen 
local  economies  for  future  U.S.  markets,  and  directly  foster  U.S. 
trade  and  investment  opportunities. 

For  over  30  years,  U.S.  cooperatives  and  credit  unions  have  enabled 
millions  of  people  abroad  to  achieve  dignity  and  lasting  economic 
independence  through  member-owned  businesses.  Just  as  in  the  U.S., 
we  have  lifted  farmers  and  low  income  people  out  of  poverty  and 
spread  the  benefits  of  free  enterprise  through  credit  unions  and 
community-based  businesses . 

The  cost  of  these  programs  to  U.S.  taxpayers  is  modest  because 
local  partners  put  up  their  own  equity  or  savings  in  the  case  of 
credit  unions.  We  provide  only  technical  and  managerial  expertise. 

Cooperatives  are  a  nongovernmental,  pro-business  approach  providing 
economic  opportunity  in  developing  countries.  They  provide  the 
bootstraps  that  enable  people  who  are  often  outside  the  normal 
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commercial  economy  to  participate  in  the  marketplace. 

In  former  communist  countries,  cooperative  businesses  are  a  means 
to  promote  democracy  at  the  grassroots.  They  provide  a  means  to 
overcome  central  control  and  confront  existing  monopolies,  many  of 
which  are  state  companies  that  have  been  recently  privatized. 
Cooperatives  provide  the  means  for  entrepreneurs  to  have  bargaining 
power  to  lower  the  cost  of  doing  business  and  to  have  improved 
marketing  opportunities . 

Cooperative  programs  in  Central  America  and  the  Caribbean  advance 
U.S.  interests  by  stemming  illegal  immigration  and  advancing  two- 
way  trade  especially  in  non-traditional  and  non-competitive 
products.  In  Bolivia  and  other  countries,  U.S.  agricultural  and 
rural  electric  cooperatives  support  alternative  crops  that  are  more 
profitable  for  small  farmers  to  cultivate  than  coca  leaves,  thus, 
combating  illegal  drugs  and  international  trafficking  at  its 
source . 

Through  people-to-people  programs,  U.S.  cooperatives  and  credit 
unions  have: 

•  provided  electricity  to  over  36  million  people  overseas  who 
now  have  the  opportunity  for  real  economic  prosperity,  and 
generated  the  export  of  U.S.  technologies  based  on  U.S. -based 
R£A  standards. 

•  directly  helped  more  than  100,000  overseas  farmers  and  other 
agriculturalists  through  Farmer-to-Farmer  volunteer  efforts  - 
creating  new  markets  for  U.S.  high  value  agriculture. 

•  assisted  in  building  nationwide  movements  in  79  developing 
countries  that  comprise  37,500  credit  unions  with  15  million 
members  who  have  mobilized  $12  billion  in  savings  that,  in 
turn,  provide  $10  billion  in  small  loans  for  personal  use  and 
small  businesses. 

•  provided  technical  assistance  to  12,000  agricultural 
cooperatives  and  cooperative  banks  that  have  raised  incomes 
and  living  standards  for  over  15  million  people. 

•  leveraged  over  $750  million  in  private  resources  for 
homeownership  and  home  improvements  for  two  million  feunilies. 

•  assisted  over  1,500  private  businesses  in  some  33  countries 
including  the  creation  of  dozens  of  joint  ventures  and  U.S. 
investments,  especially  in  former  communist  countries. 

•  formed  or  strengthened  cooperative-based  insurance  companies 
in  Latin  America  and  the  Caribbean  that  provide  life  and 
casualty  insurance  to  lower-income  people  while  retaining 
millions  of  dollars  of  capital  within  their  countries  for 
future  development. 
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In  addition  to  these  overall  results,  attached  are  examples  of 
successful  progreuns  that  U.S.  cooperatives  and  credit  unions  have 
carried  out  in  partnership  with  the  U.S.  government.  They 
demonstrate  the  value  of  people-to-people,  private  sector 
development  that  is  in  the  U.S.  national  interest. 

America  will  be  safer  and  more  secure  in  a  world  full  of  free- 
mzurket  democracies.  I  would  respectfully  ask  this  Committee  to 
consider  the  vital  role  that  U.S.  credit  iinions  and  cooperatives 
have  played,  and  will  continue  to  play  in  exporting  democracy  and 
entrepreneur ship  to  other  parts  of  the  globe. 

Thank  you  for  the  opportunity  to  appear  before  you  today. 
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I  .miring  Bolivian  Farmers  and  Legitimate  Market  Opportonities 

In  an  area  where  high  prices  for  coca  Uave*  provide  a  strong  but  daagerout  lure  to  poor 
fanners,  Agxieuhuxal  Coopcradrc  Devclopmaa  Iiueiiiaiioiial's  Agroa^auil  PiCDea  \s 
waddog  10  lia]c  the  fanners  of  Cochabamba  asd  aeighboring  regiom  of  BoHvia  with 
l^itunate  vaaAa  typartuniries.   To  this  and,  AgrocapUal,  a  foundatioo  develc^ied  with  the 
assistance  of  ACDI  is  providing  financiflg  to  farmers  and  agribusJM&ses  that  previously  had 
only  Hrri^ft^  accAss  to  reliable  sources  of  creHit,  and  h^ipw'g  them  to  buiid  oew  it* *f* 
rhafiti^U  for  profitable  crops  like  pineapples  and  bauuuis.  AgrocapUal  is  one  component  of 
the  Cochahamba  Eegional  Development  Project  (CORDEP)  fiiadad  by  USAID/Bolivia. 
ACDI  brings  to  this  project  thirty  three  yean  of  e^^cricxtce,  a  membrash^  thai  iarludai  the 
Fans  Credit  System  of  the  United  Slates,  and  a  proven  methodology  in  deliveriDg  finanrial 
lervjces. 

More  than  5000  Reliable  Clients  die  Banks  Won't  Touch 

With  a  $10.65  million  loan  portfolio.  A^rvcapual  saved  S,23S  bonowers  in  1994  alone. 
nuking  production  loans  to  fanners,  nucro-loans  to  market  veodors  who  are  primarily 
women,  investment  loans  to  rural  businesses,  and,  collaborating  with  the  National  Riual 
Electric  Coopcndve  Association,  loans  to  bring  rural  elRcrnfication  to  farmers,  small 
businesses  and  reudents.   In  the  process,  AgrocapUal  is  sniprisiag  obscrven  and  proving  that 
rural  borrowers,  while  a  higher  risk  than  urban  borrowers,  can  r^ay  their  loans.   Through 
e£fociive  loan  analysis  and  aggressive  portfolio  TwanagAjn^nt  Agrocofnud  finished  its  third 
year  with  92.3  %  of  iu  loans  cuneot,  which  is  higher  than  the  Bolivian  commercial  banking 
industry's  average  rate  of  91.8%. 

Crntii^  New  Market  Channels  with  Venture  Ctpital 

A  \UliQue  joint  venture  agreement  pioneered  by  Agrocapiwd,  is  helping  to  boost  export 
oppoxtunixics  and  piolits  for  pineapple  growers  of  Bolivia,  and  has  become  a  useful  model 
for  launchlQg  other  agiicubiital  enteiprises  that  provide  small  farmers  with  economically 
viable  alternatives  to  the  growing  of  coca. 

In  1993,  the  president  of  a  pineapple  producers  association  i^proachcd  Ag/TKopiUJl  hoping  to 
obtain  capital  to  turn  a  kxal  collecaon  and  packing  shed  buih  with  USAID  fisiancing,  into  a 
commercial  packing  center  serving  the  Chapare  region.  An  earlier  feasibility  studj  showed 
that  the  project  was  viable,  but  the  association  and  its  suiitll  farmer  members  were  in  no 
position  to  take  cm  a  loan.  AgrocapUal  proposed  an  aheznaiive. 

AgrocapitaJ  and  ASPROPI,  the  associanon  of  120  pineapple  producer,  entered  into  a  joint 
venture  to  establish  the  fruit  marketing  company,  EMCOFSUT.  Agroctzpital  provided  the 
initial  investment  and  working  capital,  but  the  produu;rs  have  the  opportunity  to  buy  back 
the  company  over  time.  ACDI  and  AgrocapUal  prepared  EMCOFRITTs  initial  business  plan 
and  financial  analysis,  and  are  providing  on-goiag  management  assistance. 
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A  fiO-Percent  Market  Share  in  its  Second  Season,  and  Still  Gzvwlos 

In  1994,  with  duce  man  pasapple  producer  Msnciafinns  joiniog  the  cnmpany,  EMCOFRUT 
delivered  13,400  boxes  of  pinea^les  for  expon  to  Azsectiai.  approximntnly  605S  of  ibc 
Chaj>are's  fresh  pixieappls  ekpom.   Secidag  to  cAystiul  beyoBd  pineapples,  EMCOFS.UT 
<fvi.i/4i^<^  some  boxes  of  hanaTuit  fiom  a  local  packer  ia  the  September  1994  expon  shiptnent 
to  Ai^aaiia.  This  successfiil  tml  has  led  to  fsm  plans  by  EMCOFRUT  to  add  legnlar 
shipment  of  baoanaa  or  other  fruits  to  iu  pineapple  expoits  b^innliis  in  Jaouaxy  1995. 

lliiDugh  expon  sales,  EMCOFRUT  has  xaued  the  iocoue  of  ftowers  ia  the  Chapare.  while 
qpcniflg  vp  a  whole  sew  marka  channel  for  a  piofitable  and  legitimate  crop.  EMCOFRUT's 
insistence  on  quaJity  has  fiven  producers  m  insight  iato  the  lelafintiiship  between  (policy  and 
price.  ZXxinf  peak  production,  pdccs  used  lo  drop  as  low  as  S.OS  per  pineapple,  bat  las 
season  the  producen  received  $.20  for  each  pineapple  of  good  size  and  quality.  Bven 
producers  not  affiliated  with  EMCOFRUT  bow  have  a  lefeteoce  poloi  froa  which  to 
negotiate  with  their  tradirirmal  buyers. 

Just  the  Beginning 

BitiMing  on  its  expericDce  with  EMCOFRUT,  Agrocapiud  has  also  taken  equity  positions  in 
bu5iae&ses  involved  in  fresb^vt  flowers  and  lefrigeiaied  tnnspottation.  and  is  pursuing 
potential  investments  in  heaxt-of-palm. 

AgrocapiiaTi  success  is  due  to  a  staff  that  is  trained  and  comminrrf  to  invectiag  in  znzal 
people,  to  5000  mostly  first-time  borrowars  with  viable  ideas  for  iuaeiisirig  AuaiHes'  Income, 
and  to  EMCOFRUT's  400  cxurepreaeoiial  fannen  who  were  wUting  to  try  a  new  cnp  and 
invest  in  a  new  business.  Because  of  them,  in  three  short  years  Agiocapital  has 
demon«tated  both  the  possibility  and  profitability  of  lialdng  Sannets  and  legitimate  aarixt 
opportunities  in  places  lilce  the  Chapaie. 
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Cooperators  General  Insurance  Company 
Barbados.  W.I. 


While  some  large,  well  established  insurance  firms  proudly  portray  themselves  in  terms  of 
decades  of  service  or  millions  of  policies  in  force,  the  people  of  the  Barbados  Credit  Union 
League  express  just  as  much  pride  in  llie  progress  of  their  insurance  company  -  founded  in 
1993. 

Cooperators  General  Insurance  began  as  a  gras-smots  effort  to  serve  the  credit  union 
members  and  the  general  population,  with  d  long-range  goal  of  serving  other  East  Caribbean 
countries.  Technical  advice  and  training  was  provided  by  the  Americas  As.<;ociatinn  of 
Cooperatrve/Mutual  Insurance  Societies  (AAC/MIS)  with  funding  provided  by  the  U.S. 
Agency  for  International  Development  (USAID). 

The  pxirpose  of  organizing  Cooperators  General  was  to  provide  credit  union  members  with 
a  domestically  owned  source  of  reliable,  economical,  customer  oriented  insurance 
protection,"  says  Patrick  Roberts,  chairman  of  AACTMIS. 

The  Barbados  credit  union  members  have  democratic  control  of  their  credit  unions.  The 
credit  unions  in  turn  control  the  Barbados  Credit  Union  League  which  elects  the  board  of 
directors  of  the  insurance  company. 

The  Barbadian  people  have  looked  to  their  credit  unions  for  a  variety  of  financial  services 
at  lower  cost  than  through  traditional  banking  sources",  says  Roberts.  "In  a  similar  way,  they 
wanted  a  source  of  general  insurance  in  which  they  had  some  voice  and  a  vested  interest." 

In  only  its  second  year  of  operations,  the  company  insures  more  than  1,200  family  members 
and  has  almost  1,500  auto  and  home  polides  in  force.  The  new  company  has  followed  a 
business  plan  suggested  by  the  Americas  Association,  and  has  benefited  from  the  reinsurance 
support  provided  by  insurance  company  members  of  the  Americas  Association  and  the 
international  Cooperative/Mutual  Insurance  Federation. 

With  financial  support  from  USAID,  matching  funds  and  in-kind  contributions  from  the 
Americas  Association  members,  Cooperators  General  has  received  help  in  developing 
financial  and  management  reporting  and  insurance  processing  systems.  In  addition,  seminars 
for  board  members  of  the  insurance  company,  advertising  production,  and  visits  to  Americas 
Association  member  companies  and  conferences,  continue  to  provide  guidance  on  the  road 
to  independence  and  success. 

Qearly  the  establishment  and  initial  succe.<K  of  Cooperators  Greneral  Insurance  supports  the 
vision  of  the  Overseas  Cooperative  Development  Council,  in  which  the  Americas  Association 
is  an  active  member.  The  true  beneficiaries  of  this  vision,  however,  are  the  policyholders 
of  Cooperators  General  who  seek  to  achieve  dignity  and  economic  independence  through 
their  member-owned,  democratic  business. 
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EXPANDING  THE  PRIVATE  SECTOR 
Polish  credit  unions  empower  people,  stimulate  entrepreneurship 

Polish  fiactory  workers  are  taking  their  savings  out  from  under  the  mattress  and 
putting  them  into  interest-paying  accounts  in  credit  unions  they  own  themselves.  In 
Katowice,  for  example,  more  than  6,000  steelworkers  have  deposited  more  than  $3.4 
million  into  their  two-year-old  credit  union.  Charging  market  rates  and  paying 
competitive  dividends,  credit  unions  encourage  free  market  growth  in  Poland's 
economy. 

Members  are  taking  out  loans  for  housing,  small  business  ventures,  and  key 
family  needs,  which  in  larger  credit  unions  such  as  in  Katowice,  can  be  for  as  much 
as  $12,500.  Approval  of  the  more  numerous,  small,  short  term  loans  is  almost 
immediate.  Members  have  been  good  "risks"  -  the  national  delinquency  rate  is  less 
than  one  fifth  of  one  percent.  These  workers  would  not  otherwise  have  access  to 
such  banking  services. 

Credit  unions,  which  once  numbered  6,000  in  prewar  Poland,  are  being  reborn 
under  a  1991  law.  They  were  banned  by  the  Communist  controlled  government  in 
1948  because  of  their  autonomy,  their  market  approach,  and  the  democratic  practice 
of  one  member,  one  vote.   Yet,  they  were  never  forgotten. 

"Cooperatives  spring  up  where  people's  needs  for  credit  are  not  being  met. 
Because  competitive  forces  do  not  yet  exist  to  make  commercial  financial  institutions 
respond  to  these  needs,  great  potential  exists  for  credit  unions,"  explained  Bill 
Dalrymple  of  the  World  Council  of  Credit  Unions,  the  international  association,  which 
is  helping  promote  credit  union  development  in  Poland  and  worldwide. 

In  the  past  2  years  110  credit  unions  have  sprung  up,  mobilizing  $12.5  million  in 
savings,  now  available  for  loans  that  address  members'  investment  and 
consumption  needs. 

Since  late  1992,  a  total  of  110  credit  unions  have  been  formed,  with  eight  to 
ten  new  ones  opening  doors  each  month.  More  than  50,000  Poles  have  become 
members,  depositing  more  than  $12.5  million.  For  many,  it  is  their  first  hand-on 
e;q)erience  in  running  and  participating  in  a  truly  democratic  institution. 

About  $9.6  million  has  been  loaned  out,  mostly  for  consumer  purchases. 
"When  our  members  take  out  loans,  they  know  that  this  money  is  their  colleagues's 
savings,  not  money  provided  by  the  factory  or  government.  This  difference  is 
important,  this  is  what  makes  credit  unions  work,"  says  Grzegorz  Bierecki,  president 
of  the  Foundation  for  Polish  Credit  Unions,  who,  with  assistance  from  the  World 
Council  of  Credit  Unions,  is  developing  credit  unions  in  his  country  as  part  of  a  three- 
year  project,  funded  by  the  U.S.  Agency  for  International  Development. 


Taken  fiom  a  Waiww  Businets  Jounial  (March  3-9,  1995)  article,  wriaen  by  Peggy  Simpson. 
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Guatemalan  Credit  Unions:  A  Primary 
Lending  Soiu-ce  for  Microentrepreneurs 


$200  Loan  Starts  Business 

With  a  US$300  loan  from  his  aedit  union.  Alvaro  of 

Tujoiate,  GuatfTrula,  wai  able  to  become  a  self- 
emplofed,  snail  stoie  owocr  is  1980.  From  1980  to 
1985,  Ahrso  took  oat  aMtiooal  loans  from  Itaion 
Popular  CtetCt  Ifaion    Imnr  which  he  used  to 
truis&f  IB  his  store  loated  on  the  (rent  porch  of  his 
home  into  an  actual  shop.  Alter  1986,  bis  store  started 
doing  ediesBely  well;  bis  net  income  more  than 
oipled  Tjdzjr,  AKaro  still  idio  on  his  oredil  union 
for  working  capibl  so  his  store  can  continue  to  stow. 

AJvaro,  however,  is  not  the  only  sucosx  story  found 
by  World  Council  of  Credit  Uniom  staff  while 
conducting  a  study  of  9$$  small  agricultural  and 
conunerdal  entoptise  house-holds  in  three  re^ons  of 
Guatemala.  Alvaro  is  one  of  many  who  iUustnte  why 
credit  union  lending  to  small  and  microenteipiises  in 
Guatemala  is  now  the  most  dynamic  and  fastest 
growing  eompoDcnt  of  any  credit  union's  portfolio. 

By  serving  the  small  and  nicrocntrcprencur,  acdit 
unions  fill  a  major  gap  in  financial  maricets  by 
providing  credit  access  to  small-  ;tnd  medium-scale 
producer  households — a  sutcment  con6rmcd  by 
the  study. 

The  Data 

Credit  union  membership  in  all  three  regions  smdied 
is  strongly  associated  with  access  to  credit  In 
Tiquisate,  for  example,  74%  of  households  with  credii 
union  members  received  a  loan  in  the  last  y«ar,  while 
only  3944  of  non  members  did  so  through  banks, 
moneylenders,  family,  or  friends.  The  majority  of  the 
loans  obtained  by  non-members  were  in  the  form  of 
material  goods  received  on  credit  and  paid  for  later. 

Among  formal  laidiiij  instiiuiions, credit  unions  are  the 
primary  source  of  ae dii  for  commerce.  The  aedil  union 
market  iharr  of  the  number  of  formal  tcaor  loans  it 
about  75%,  whJc  the  acdit  union  tliaic  v)f  tiic  total 
volume  or  amouni  of  these  loans  is  approximately  60%. 


Private  and  public  banks  provide  minimal  oedit  to 
amall-acde  coamerBc  Most  other  msmcrdal 
entetprise  ocedit  came  &om  tnfoimal  sources  such  as 
taaitf.  friokds.  moneylenden,  or  nutoial  siipplicn. 

Perhaps  most  inportaAt,  the  rarvcy  confirmed 
that  credit  onion  loans  are  usually  the  only  formal 
source  of  loans  available  to  the  poorest  segments 
of  the  popalatinn.  At  a  result,  credit  unions 
reduce  the  proportion  of  tljc  population  that 
would  otherwise  not  have  formal  credit  available 
to  them.  Because  of  credit  unions,  53%  of  the 
poorest  credii  union  members  bad  access  to  loans 
ranging  from  USMOO-SOO.  In  the  same  wealth 
group,  only  7.2%  of  non-member  households 
obtained  credit,  formal  or  informal,  and  only  7% 
received  bank  loans. 

In  communities  where  no  credit  union  wis 
present,  less  than  10%  of  households  received 
formal  loans  while  in  communities  with  credit 
unions,  25%  of  surveyed  producer  households 
received  formal  leans,  of  which  82%  were  credit 
union  loans.  Not  only  do  a  much  higher  propor- 
tion of  sample  households  in  credit  union  areas 
receive  loans,  but  average  loan  sizes  are  two  to 
three  times  higher.  Credit  in  the  survey  control 
towns  tends  to  be  at  higher  interest  rates  and  for 
shorter  tirms  than  is  experienced  in  the  areas 
served  by  cicdii  unions. 

What  the  Numbers  Mean 

Where  credit  unions  have  been  reviralired  through 
savings  mobilization  or  stabilization  piograms,  such 
as  in  Guaiemala,  they  are  the  primary  source  of 
lending  for  small  and  micro^merprises  in  their 
communiiy  In  fact,  without  credii  unions  a  jigiiifi- 
cantly  higher  proportion  ol  the  population  would  noi 
have  access  lo  formal  rrrdii.  Credii  unions,  however, 
alleviate  this  problem  and  can  do  so  witliuul  relying 

on  aicrnal  sources  offinance.  Thus,  credii  unions  arc 

an  imporiani  dfvrlnpmcni  policy  lool. 


Wo.W  Countli  of  Crrtii  Unions.  Inc.  PO  Boi  2982.  MaCijon.  WiieonjinSJ'Ol  29S2  USA  Trlmhone  ftUK-JJI-mn  r^.-  tnt.iu.amn 
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CLUSA  WANTS  YOU  TO  KNOW: 

rnMXfFRnAT.  HANK  LBTOINO  TO  WOMEN'S  COOPERATIVE  GRQI7PS  IN  NIGSR 

In  Ni^cr,  73  lunl  women'*  coopeativt  organlzaJioni  have  ntgotiatod  leant  of  almost  81  million 
CFA  -  about  $140,000  with  a  commercial  bank,  the  BIAO.  These  loans  »re  the  flw  e^er 
nude  by  a  cemncicial  bank  to  rural  wemtn'f  freupc  In  Niger.  In  order  to  qualify  for  the 
loans,  the  women  were  lequired  tu  put  up  25  percent  of  the  requested  loan  amount  in  cash. 
Th^  raitted  the  cash  from  penonal  savings  or  from  joint  economic  activities.  Thus  far.  the  all* 
wDoen's  croups  have  a  100%  on-time  Rpa)rment  late. 

Hie  women's  groups  have  underuken  a  variety  of  eermomic  activities.  The  most  popular  and 
icmunendve  are  animal  factenini  and  sale,  peanut  oil  extraction  and  petty  tradiing.  The  groups 
have  demonstrated  their  entrqireneurial  savoii-faire  in  numerous  ways.  For  example,  many  are 
using  the  profits  from  their  first  economic  activity  to  capitalize  their  cooperatives  in  onier  to 
leveiaee  moft  loan  funds  torn  the  hank  to  expand  tiieir  business  activities.  Also,  as  most  of 
the  women  are  illiterate,  seme  of  the  ooopcatives  are  using  a  portion  of  their  profits  to  finance 
tfie  operation  of  Uteracy  centers  to  help  their  members  obtain  functiorul  reading,  writing  and 
numeracy  skills.  To  date,  14  coopetatives  have  established  literacy  centers  with  an  avenge  of 
Vi  women  legulariy  participating  in  each  functional  literacy  program. 

This  project,  funded  by  the  United  States  Agency  for  International  DeveU^ment,  addresses  the 
Agency's  strategic  objectives  of  economic  growth  and  democratic  participation. 

lite  participatory,  village-based  trainiog  system  developed  by  CLUSA  emphasizes  the  basics  of 
business  management  including  benefit-cost  analysis  and  market  analysis.  The  prograin  traint 
cooperatives  to  analyze  their  needs  and  resources,  to  develop  accounting  and  management 
systems  in  their  local  languages,  and  to  prepare  loan  requests. 

The  Cooperative  League  of  the  USA  (CLUSA)  does  buslnes;  in  the  United  States  as 

The  National  Cooperative  Business  Association  (NCBA) 

_AddiHonal  information  on  CLVSA'j  progmms  may  bt  obUmudfrom: 


CLUSA/NCBA  OR      CLUSA  REGIONAL  OFFICE 

1401  NEW  YORK  AVENUE.  N.W.  06  B.P.  92T7,  OUAGADOUGOU  06 

SUITE  1100  BURKINA  FASO 

WASHINGTON.  D.C.  20005-2160  TEL/PAX:  (226)  33-57-95 

TEL:   (202)638-6222 

FAX:  (202)  638-1374 
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Electric  Cooperatives  in  Bangladesh: 
A  Tangible  Return  On  U.S.  Investment 


In  the  past  four  years  •  1991-94  •  the  Bangladesh  rural 
electrification  program  purchased  $59.423.411  of  utility  poles,  line  hardware  and 
electrical  equipment  from  US.  manufacturers. 


When  Bob  Schiller,  manager  of  the  National  Rural  Electric  Cooperative 
Associaiion  (NRECA)  project  in  Bangladesh,  was  on  home  leave  last  summer,  he 
stopped  by  the  local  coffee  shop  to  meet  a  group  of  friends. 

"The  conversation  soon  turned  to  aid  sent  by  the  United  States  to  Third  World 
countries",  Schiller  recalls.  "One  fellow  leaned  across  the  table  and  asked,  'Just  what  do 
wc  get  for  all  this?  Isn't  it  like  putting  more  sand  in  the  desert?' 

"  'No',  I  replied,  'the  rural  electric  program  in  Bangladesh  is  not  only  a  success 
story  in  itself,  but  in  the  past  two  years  alone  more  than  $26  million  of  wood  utility  poles, 
connectors,  switches,  meters,  tools  and  other  equipment  has  been  purchased  from  United 
Slates  manufacturers  for  use  in  the  program.* 

"Now  these  coffee  shop  friends  are  pretty  sman  and  they  quickly  figured  out  the 
trickle-down  effect  in  the  local  economies  where  these  manufacturers  are  located.  For 
the  first  time,  some  of  them  realized  that  a  rural  electric  program  in  Bangladesh  also 
meant  jobs  for  U.S.  citizens. 

"With  a  population  of  more  than  120  million,  and  an  economy  that  is  growing  at  a 
rate  of  eight  percent  a  year,  Bangladesh  has  the  potential  of  becoming  a  giant  market  for 
our  consumer  goods." 


In  Bangladesh,  every  $1  invested  by  the  US.  in  rural  electrification  has 
leveraged  $2.50  from  foreign  donors. 


Bangladesh  chose  to  bring  electricity  to  its  rural  areas  using  as  its  model  the 
system  of  cooperatives  that  bring  electricity  to  the  rural  U.S.  Bangladesh  launched  its 
program  in  1978  with  funding  from  USAID  and  technical  assistance  from  NRECA. 

Initially,  other  potential  donors  were  highly  skeptical.  But  the  surprising  success  of 
the  program  has  attracted  $600  million  from  the  World  Bank,  the  Islamic  Development 
Bank  and  the  development  agencies  of  Canada,  Finland,  Japan,  Kuwait,  Saudi  Arabia 
and  Norway. 

As  of  February  1995,  45  electric  cooperatives  are  operating  in  Bangladesh, 
providing  electricity  to  close  to  five  million  people  through  a  network  of  well  more  than 
30.000  miles  of  line. 
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Electricity  Spurs  Alternative  Development 
in  the  Coca-Growing  Region  of  Bolivia 


Electricity  provided  to  27  industries,  a  hospital,  teduueat  school,  radio  station 
end  orphanage; 

For  every  US.  dollar  invested  in  the  project,  two  dollars  invested  by  local 
institutions; 

Complements  cooperative  agrieuburel  work  of  another  USAJD'fitndsd  project. 

The  National  Rural  Electric  Cooperative  Association  (NRECA),  as  a  part  of  its 
USAID-funded  Electrif  cation  for  Sustainable  Development  project  in  Bolivia,  has  been 
connecting  legitimate,  productive  industries  to  electric  power  lines  in  the  Chapare  region, 
where  most  of  Bolivia's  illegal  coca  crop  is  produced.  NRECA's  work  complements  the 
efforts  of  another  USAID-funded  coojjerative  development  organization.  Agricultural 
Cooperative  Development  International  (ACDI),  which  is  helping  Chapare  farmers 
improve  the  production  and  marketing  of  a  variety  of  fruits  and  vegetables. 

In  the  past  year,  NRECA  has  installed  and  connected  transformers  at  32  major 
sites  in  the  Chapare  at  a  cost  of  approximately  $300,000,  with  local  counterparts  paying 
for  two-thirds  of  that  amount. 

Among  the  indusuics  now  receiving  reliable  electric  power  are: 

refrigerated  banana  and  pineapple  collection  centers; 

MILKA,  a  milk  and  cheese  processing  plant; 

FRUTALL,  a  fruit  juice  processing  plant; 

Chimore,  a  crop  and  livestock  farm; 

tea  and  citral  processing  plants; 

several  yucca  and  banana  dehydration  plants; 

four  blended  animal  feed  factories; 

mint,  glucose  and  vinegar  extraction  plants; 

a  lime  factory  and  two  hog  farms; 

two  milk  and  meat  collection  centers; 

Saint  Isabel  rice  hulling  plant; 

two  National  Petroleum  Company  plants; 

a  university  agro-industrial  complex. 

In  addition,  the  project  contains  a  component  of  social  help  for  the  Chapare  and 
support  of  project  infrastructure  with  service  to  the  City  of  the  Children  orphanage, 
Good  News  educational  center,  the  CANADA  technical  agricultural  institute,  the 
Ivjrgarrama  Hospital,  the  Voice  of  the  Tropics  radio  station  and  the  USAID  guest  house. 

Through  the  project  the  electric  grid  is  being  iised  more  fuUy,  jobs  have  been 
created,  crops  arc  being  utilized,  people  are  being  educated  and  orphans  are  provided  a 
home",  says  Davjd  Kittelson  of  the  NRECA/Bolivia  team. 


» 
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IMPACT 

Voluntcei-s  ill  tyvcmcas  C^ooperativc  Assistance 


VOCA  ARMENIA  EVffACT  STATEMENT 
Area!  Producers  Auocution 


VOCA  volunteer  Charles  Bauman  was  invited  by  the  Areni  Village 
Council  and  the  Yegegnazor  Regional  Agricultural  Department  to  assist 
Areni  grape  crowers.   As  newly  foimd  private  fajmert,  liJcc  most  in 
Armenia,  they  are  struggling  to  manage  tlieir  farms  and  produce  a 
product,  let  aloac  package  and  market  it  in  a  society  that  is  only  just 
embailung  on  a  path  towards  privatization. 

Given  the  high  price  for  fuel  and  energy,  lack  of  itccess  to  inpuu  and  no 
rural  credit  system,  farmers  found  it  difficult  lo  piuduce  a  successful 
crop.   Even  when  they  were  able  to  produce  a  crop  for  harvest,  they 
encouDtered  additional  difficulty  at  the  State  processing  plant,  the  only 
available  option  for  processing  their  grapes.   In  lieu  of  immediate 
paytnent.  the  banlcrupt  plant  could  only  offer  the  empty  promise  of 
payment  in  6-12  months. 

Mr.  Bauman  worked  with  the  farmers  along  with  business  management 
students  from  the  American  University  of  Armenia  to  develop  a  design 
for  a  producers'  association.  The  association  would  help  the  members 
secure  inputs,  process  the  grapes,  standaidize  llic  quality  of  the  product. 
Store  and  inventory  it,  and  most  importantly  find  a  market  for  it.  Farm 
leaders  sought  to  create  a  private  association  that  would  break  the 
frusiTdiing  circle  for  Areni  farmers  who  managed  to  produce  a  harvest  yet 
were  never  paid  by  the  bankrupt  State  pmce-wing  facility. 

With  the  assistance  of  Mr.  Bauman,  the  group  devised  a  business  plan  to 
guide  them  in  the  upcoming  months,  and  to  ba  used  as  a  tool  to  opply  for 
a  small  loau  or  grant  to  establish  the  fu^t  private  winer)'  in  Armenia. 
The  Fund  for  Armenian  Relief,  a  non-profit  American-Armenian 
humanitarian  organization,  accepted  the  group's  proposal  and  granwd 
them  $6,000  for  the  purchase  of  a  wine  press.  TTie  group  expects  to 
process  their  wine  and  scU  it  this  teacon,  and  expectations  an  high  that 
they  will  be  fully  indepeiideiii  and  self-sufficient  by  next  year. 


*  Areni  Producer's 
Awociatioii  formed. 


*   Business  fian 
developed. 


*   $6000  grant 
received  by  using 
Basineu  Plan  a« 
applicatiou  tool. 


*  Producer's 
Association  avoid* 
farmer  reliance  ou 
(tate  monopoly. 


Cdehruiin^  25  Yean  oj International  Cooperation 
50  F  Street,  N.W.  •  Suite  1075  •  Washington,  D.C  20001  •  Q02)  T83-4961    •  Fax  O02)  783-7204 


430 

Thursday,  March  30,  1995. 
AMERICAN  TURKISH  COUNCIL 

WITNESS 

MAJOR  GENERAL  ELMER  PENDLETON  (U.S.  ARMY,  RETIRED),  AMER- 
ICAN TURKISH  COUNCIL 

Mr.  Knollenberg.  We  will  have  Major  General  Pendleton,  U.S. 
Army,  Retired  to  testify  on  behalf  of  the  American  Turkish  Council. 

Welcome. 

General  Pendleton.  Thank  you,  sir. 

Sir,  I  appreciate  the  opportunity  to  testify  before  this  group.  I 
have  served  as  the  Senior  United  States  defense  representative  in 
Turkey  from  1982  to  1986,  and  have  continued  to  maintain  an  ac- 
tive interest  in  Turkey  and  travel  there  quite  often. 

My  last  visit  there  was  weeks  before  last.  I  am  not  going  to  chal- 
lenge or  get  into  a  discussion  with  my  earlier  colleagues  talking 
about  Greece  except  to  point  out  two  things.  One,  they  came  to  the 
same  conclusions  last  year,  about  giving  Turkey  no  aid,  even 
though  there  were  different  facts  bearing  on  the  problem.  And  I 
contend  that  if  you  check  the  testimony  in  the  past  several  years 
you  would  come  to  that  same  conclusion.  That  they  have  been 
against  giving  aid  to  Turkey  and  find  different  reasons  each  year 
for  pointing  that  out. 

Secondly,  I  am  not  coming  today  to  quarrel  with  any  of  the  Con- 
gressmen, but  some  of  the  expressions  that  have  been  used  with  re- 
gards to  calling  the  Turkish  Government  a  bunch  of  thugs,  and 
talking  about  a  holocaust,  I  would  contend  simply  are  not  true. 

Turkey  is  a  key  regional  power  and  a  good  friend  and  ally  of  the 
United  States  whether  she  covets  that  position  or  not.  In  my  pres- 
entation today  I  want  to  concentrate  on  why  Turkey  is  important 
to  the  United  States. 

In  fact,  it  is  more  important  today  than  it  has  been  for  the  fol- 
lowing reasons. 

(A)  Turkey  continues  to  be  a  strong  believer  and  supporter  of 
NATO.  It  has  one  of  the  largest  and  potentially  one  of  the  best 
armed  forces  in  NATO. 

(B)  Turkey  has  played  the  key  role  in  maintaining  the  Iraqi  em- 
bargo since  the  Gulf  War  at  great  expense  to  itself,  at  great  ex- 
pense to  itself. 

(C)  Turkey  has  played  a  key  role  in  support  of  Operation  Provide 
Comfort  since  the  end  of  the  Gulf  War. 

(D)  Turkey  has  supported  and  participated  in  US-supported  mul- 
tilateral operations,  in  addition  to  Provide  Comfort. 

(E)  Turkey  has  been  a  political  and  military  stabilizing  influence 
for  the  area  surrounding  Turkey,  i.e.,  Syria,  Iraq,  Iran,  the 
Caucasis,  the  Black  Sea,  and  the  Balkans. 

No  other  country  geographically,  politically,  or  militarily  can 
carry  out  this  function. 

(F)  Turkey  has  taken  the  initiative  at  considerable  cost  in  re- 
maining the  bridge  between  the  Central  Asian  countries  and  the 
West. 

(G)  Turkey  has  been  our  most  reliable  Islamic  friend  and  in  an 
Islamic  world  stretching  from  Malaysia  to  Afghanistan  to  Iran  to 
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Algeria  we  witness  dynamic  developments  taking  place.  NATO's 
general  secretary  was  quoted  in  the  Far  East  Economic  Review  re- 
cently as  describing  Islamic  militancy  as  "as  the  gravest  threat  to 
western  security"  since  the  end  of  the  Cold  War. 

Turkey  performs  a  great  service  as  a  link  to  this  expanding 
world  of  Islam  and  helps  us  to  better  understand  friends  and  foes 
alike. 

(H)  Turkey  has  vastly  improved  relations  with  Israel  over  the 
past  year  and  its  relations  with  them. 

(I)  Turkey  wants  to  be  a  full  partner  in  our  Partnership  for  Peace 
Program  and  has  committed  itself  to  aggressively  working  with 
others  to  bring  a  variety  of  new  countries  into  the  international 
community. 

(J)  Turkey  will  play  a  key  role  in  the  development  and  security 
in  the  new  major  pipeline  between  Central  Asia  and  the  West.  Dur- 
ing the  next  few  years,  the  delivery  of  oil  and  natural  gas  to  the 
west  from  Central  Asia  and  the  Caucasis  will  be  a  major  new  de- 
velopment on  the  energy  scene. 

These  reasons  for  maintaining  a  close  relationship  between  the 
United  States  and  Turkey  are  real.  A  day  never  goes  by  that  sev- 
eral of  these  areas  do  not  get  front  page  attention. 

Two  major  issues  affecting  us  now.  We  still  do  not  fully  know 
what  the  Russians  near  abroad  policy  means.  But  we  have  seen 
some  of  the  devastating  action  in  Chechnya  and  we  watched  as  the 
Russians  have  gradually  moved  back  into  the  Caucasis.  We  do  not 
know  what  will  happen  next  in  Iran. 

Our  most  serious  regional  concerns  have  switched  back  and  forth 
between  North  Korea  and  Iran  over  the  past  year.  Our  Secretary 
of  Defense  just  over  this  past  weekend  has  expressed  serious  con- 
cerns over  an  Iranian  buildup  in  the  Gulf. 

I  believe  you  would  agree  that  these  two  examples  are  not  aca- 
demic issues,  but  are  real  issues  that  affect  us  on  a  day-by-day 
basis. 

I  wanted  to  say  a  few  words  on  why  Turkey  still  needs  our  as- 
sistance in  the  defense  area,  and  why  I  recommend  that  the  Con- 
gress support  the  administration  request  for  $450  million  in  FMF, 
and  $100  million  for  ESF  and  $1  million  for  IMED.  As  you  know, 
until  a  very  few  years  ago  our  security  assistance  was  all  grant, 
today  it  is  all  loans.  So  we  are  really  not  giving  them  anything  in 
security  assistance.  Through  our  loans  we  are  making  it  possible 
for  them  to  continue  to  receive  those  items  with  the  most  pressing 
need. 

Over  the  past  10  years  the  Turks  have  made  major  progress  in 
modernizing  their  armed  forces,  but  they  are  not  there  yet. 

Much  of  their  equipment  is  still  older,  grant  equipment  provided 
by  the  United  States  over  the  past  45  years.  And  they  are  grap- 
pling with  new  technologies  while  they  are  stretching  out  the  old. 

I  could  go  on  and  tell  you  more  examples  of  security  assistance, 
but  I  realize  that  my  time  is  running  out.  I  would  like  to  say  in 
conclusion  four  items  that  I  would  make. 

One,  Greek/Turkish  relations.  I  see  and  hear  no  threats  of  Tur- 
key towards  Greece.  When  Greece  talks  about  expanding  the  limits 
of  the  Aegean  Islands  to  12  miles,  yes,  that  upsets  the  Turks.  But 
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as  far  as  day  in  and  day  out  goes  there  are  no  Turks  that  are 
standing  in  the  front  lines  waiting  to  attack  Greece. 

I  am  not  going  to  talk  about  Cyprus  either  except  to  say  that  it 
is  obviously  a  very  complicated  situation,  but  compared  to  Ireland 
or  Lebanon  or  Bosnia  or  Palestine,  the  Cyprus  situation  does  not 
look  too  bad  over  the  past  several  years. 

Human  rights,  I  would  like  to  say  if  I  may  just  take  a  few  more 
seconds,  as  indicated  is  always  a  lengthy  and  involved  issue  espe- 
cially with  those  who  have  their  own  agendas.  As  a  friend  of  Tur- 
key, I  do  not  condone  any  human  rights  violations.  And  I  do  not 
hesitate  to  tell  the  Turks  so. 

But  let  us  be  realistic.  Many  of  the  human  rights  activists,  for 
whatever  reason,  have  a  bias  against  Turkey.  This  "Midnight  Ex- 
press" mentality  of  Turks  running  am.ok  is  simply  not  true. 

I  do  not  know  of  anyone  on  the  scene  that  will  not  agree  that 
the  human  rights  picture  is  continuing  to  improve  and  I  am  con- 
fident that  as  the  full  facts  are  known  and  as  current  programs  are 
put  into  practice,  that  Turkey  will  rank  well  up  among  the  coun- 
tries of  the  world  in  that  respect. 

I  am  not  going  to  talk  about  Iraq,  except  to  say  that  in  terms 
of  the  Turks,  we  are  not  talking  about  the  Turks  and  the  Kurds 
in  Iraq.  We  are  talking  about  the  Turks  and  the  PKK  in  Iraq.  It 
is  the  PKK  that  is  a  recognized  terrorist  organization.  The  Turks 
are  not  trying  to  kill  innocent  civilians  of  any  kind.  They  have  no 
policy,  no  government  poliqy  about  going  around  killing  Kurds. 

And  to  put  that  in  the  context  of  the  Iraqi  war  or  anything  else 
where  there  has  been  mammoth  damage  on  purpose  against  civil- 
ians, to  me,  is  totally  wrong. 

Finally,  I  would  say  in  summary  I  personally  believe  that  what 
Turkey  is  doing  by  providing  a  strong  credible  regional  force  is 
helping  us  and  is  in  our  best  interests.  The  funds  that  we  provide 
to  Turkey  are  truly  force  multipliers  for  us. 

Certainly  Turkey  will  gain  from  whatever  grants  or  loans  that 
we  provide,  but  I  know  of  no  greater  defense  bargain  for  the  United 
States  on  the  world  scene  today. 

Thank  you. 

[The  information  follows:] 
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TESTIMONY  BY 
MAJOR  GENERAL  ELMER  D.  PENDLETON  (U.S.  ARMY,  RETIRED) 


BEFORE  THE  HOUSE  APPROPRIATIONS  COMMITTEE 

SUBCOMMITTEE  ON  FOREIGN  OPERATIONS,  EXPORT  FINANCING, 

AND  RELATED  PROGRAMS 


MARCH  30,  1995 
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MR  CHAIRMAN,  I  APPRECIATE  THE  OPPORTUNITY  TO  TESTIFY  ONCE 
AGAIN  BEFORE  YOUR  SUBCOMMITTEE.  I  SERVED  AS  THE  SENIOR 
UNITED  STATES  DEFENSE  REPRESENTATIVE  IN  TURKEY  FROM  1982- 
1986  AND  HAVE  CONTINUED  TO  MAINTAIN  AN  ACTIVE  INTEREST  IN 
TURKEY  AND  TRAVEL  THERE  QUITE  OFTEN.  MY  LAST  VISIT  WAS  WEEK 
BEFORE  LAST. 

I  TRAVELLED  TO  CENTRAL  ASIA  TO  VISIT  THE  NEW  CIS  COUNTRIES 
IN  1992  AND  TO  THE  UKRAINE,  THE  BLACK  SEA  AND  RUSSIA  IN 
1993.  I  HAVE  MAINTAINED  AN  ACTIVE  INTEREST  IN  THESE  AREAS  AS 
WELL.  THERE  IS  EXCITEMENT,  CONCERN,  OPPORTUNITY  AND  DANGER 
THROUGHOUT  THIS  AREA.  TURKEY  REMAINS  A  KEY  REGIONAL  POWER 
WHETHER  SHE  COVETS  THAT  POSITION  OR  NOT.  IN  MY  PRESENTATION 
TODAY  I  WANT  TO  CONCENTRATE  ON  WHY  TURKEY  IS  IMPORTANT  TO 
THE  UNITED  STATES  AND  HOW  THE  UNITED  STATES  CAN  HELP  TURKEY, 
BOTH  THROUGH  OUR  ASSISTANCE  PROGRAMS  AND  THROUGH  OUR  MORAL 
SUPPORT  DURING  THIS  TUMULTUOUS  POST  COLD  WAR  PERIOD. 

TURKEY  IS  MORE  IMPORTANT  TO  THE  UNITED  STATES  TODAY  THAN 
EVER  BEFORE  FOR  THE  FOLLOWING  REASONS: 

A.  TURKEY  CONTINUES  TO  BE  A  STRONG  BELIEVER  AND  SUPPORTER 
OF  NATO.  IT  HAS  ONE  OF  THE  LARGEST  AND  POTENTIALLY  ONE  OF 
THE  BEST  ARMED  FORCES  IN  NATO.  ALTHOUGH  THERE  HAVE  BEEN 
DOUBTS  BY  SOME  AS  TO  THE  VIABILITY  AND  PURPOSE  OF  NATO,  IT 
REMAINS  THE  ONLY  INTERNATIONAL  ORGANIZATION  THAT  IS  CAPABLE 
OF  TAKING  THE  FULL  SPECTRUM  OF  ANY  MILITARY  ACTION  THAT  MAY 
BE  REQUIRED. 
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B.  TURKEY  HAS  PLAYED  THE  KEY  ROLE  IN  MAINTAINING  THE  IRAQI 
EMBARGO  SINCE  THE  GULF  WAR  AT  GREAT  EXPENSE  TO  ITSELF.  WERE 
TURKEY  TO  WEAKEN  IN  ITS  RESOLVE,  THE  EMBARGO  WOULD  BE  OVER. 

C.  TURKEY  HAS  PLAYED  A  KEY  ROLE  IN  SUPPORT  OF  "OPERATION 
PROVIDE  COMFORT"  SINCE  THE  END  OF  THE  GULF  WAR.  (PROTECTION 
OF  HUNDREDS  OF  THOUSANDS  OF  KURDS  IN  NORTHERN  IRAQ  FROM 
SADDAM  HUSSEIN) .  THIS  QUADRIPARTITE  OPERATION,  TAKING  PLACE 
IN  TURKEY  AND  IRAQ,  HAS  BEEN  TAKEN  FOR  GRANTED  BY  MANY,  BUT 
CLEARLY  HAS  BEEN  A  LIFESAVER  FOR  KURDS  LIVING  IN  IRAQ. 

D.  SUPPORT  AND  PARTICIPATION  IN  CURRENT  MULTILATERAL 
OPERATIONS  IN  ADDITION  TO  PROVIDE  COMFORT: 

1.  PROVIDED  THE  UNITED  NATIONS  COMMANDER  FOR  AN 
EXTENDED  PERIOD  OF  TIME  AND  FORCES  FOR   UN  OPERATIONS 
IN  SOMALIA. 

2.  CONTINUES  TO  PROVIDE  TACTICAL  AIRCRAFT  TO  NATO  FOR 
USE  IN  BOSNIA. 

3.  IS  PROVIDING  1,4  00  GROUND  TROOPS  FOR  THE  UNITED 
NATIONS  IN  BOSNIA. 

E.  TURKEY  HAS  BEEN  A  POLITICAL  AND  MILITARILY  STABILIZING 
INFLUENCE  FOR  THE  AREAS  SURROUNDING  TURKEY.  (SYRIA,  IRAQ, 
IRAN,  THE  CAUCASUS,  THE  BLACK  SEA  (UKRAINE  AND  RUSSIA)  AND 
THE  BALKANS.)  NO  OTHER  COUNTRY-GEOGRAPHICALLY ,  POLITICALLY 
OR  MILITARILY,  CAN  CARRY  OUT  THIS  FUNCTION. 

F.  TURKEY  HAS  TAKEN  THE  INITIATIVE,  AT  CONSIDERABLE  COST,  IN 
REMAINING  THE  BRIDGE  BETWEEN  THE  CENTRAL  ASIAN  COUNTRIES  AND 
THE  WEST.  THIS  INCLUDES  COMMUNICATION,  EDUCATION,   COMMERCE 
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AND  A  VAST  NUMBER  OF  OTHER  AREAS  ORIENTED  TOWARDS  MAKING 
TrtESE  COUNTRIES  PARTNERS  OF  THE  WEST. 

G.  TURKEY  HAS  BEEN  OUR  MOST  RELIABLE  ISLAMIC  FRIEND.  IN  AN 
ISLAMIC  WORLD  STRETCHING  FROM  MALAYSIA  TO  AFGHANISTAN  TO 
IRAN  TO  THE  SUDAN  TO  LIBYA  TO  ALGERIA,  WE  WITNESS  DYNAMIC 
DEVELOPMENTS,  WHETHER  FOR  BETTER  OR  WORSE.  NATO'S  GENERAL 
SECRETARY,  WILLY  CLAES,  WAS  QUOTED  IN  THE  FAR  EAST  ECONOMIC 
REVIEW  RECENTLY  AS  DESCRIBING  ISLAMIC  MILITANCY  "AS  THE 
GI^VEST  THREAT  TO  WESTERN  SECURITY"  SINCE  THE  END  OF  THE 
COLD  WAR.  TURKEY  PERFORMS  A  GREAT  SERVICE  AS  A  LINK  TO  THIS 
EXPANDING  WORLD  OF  ISLAM  AND  HELPS  US  TO  BETTER  UNDERSTAND 
FftlENDS  AND  FOE  ALIKE. 

H.  TURKEY  HAS  VASTLY  IMPROVED  RLATIONS  WITH  ISRAEL.  OVER  THE 
PAST  YEAR  THERE  HAS  BEEN  A  LARGE  NUMBER  OF  COMMERCIAL  AND 
POLITICAL  INITIATIVES  BETWEEN  THESE  TWO  CRITICAL  COUNTRIES. 
I.  TURKEY  WANTS  TO  BE  A  FULL  PARTNER  IN  OUR  "PARTNERSHIP  FOR 
PEACE"  PROGRAM  AND  HAS  COMMITTED  HERSELF  TO  AGGRESSIVELY 
WORKING  WITH  OTHERS  TO  BRING  A  VARIETY  OF  NEW  COUNTRIES  INTO 
TliE  INTERNATIONAL  COMMUNITY. 

J.  TURKEY  WILL  PLAY  A  KEY  ROLE  IN  THE  DEVELOPMENT  AND 
SECURITY  OF  THE  NEW  MAJOR  PIPELINE  BETWEEN  CENTRAL  ASIA  AND 
THE  WEST.  DURING  THE  NEXT  FEW  YEARS  THE  DELIVERY  OF  OIL  AND 
NATURAL  GAS  TO  THE  WEST  FROM  CENTRAL  ASIA  AND  THE  CAUCASUS 
WILL  BE  A  MAJOR  NEW  DEVELOPMENT  ON  THE  ENERGY  SCENE. 

TliESE  REASONS  FOR  MAINTAINING  A  CLOSE  RELATIONSHIP  BETWEEN 
THE  UNITED  STATES  AND  TURKEY  ARE  REAL.  A  DAY  NEVER  GOES  BY 
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THAT  SEVERAL  OF  THESE  AREAS  DO  NOT  GET  FRONT  PAGE  ATTENTION. 
DURING  THE  PAST  YEAR,  PRIME  MINISTER  TANSU  CILLER,  HAS 
WORKED  HARD  TO  STRENGHTEN  TURKEY'S  ECONOMY  AND  TO  RESOLVE 
DOMESTIC  PROBLEMS,  BUT  LOOKING  INWARD  FOR  LONG  HAS  NOT 
ALWAYS  BEEN  POSSIBLE  NOR  REALISTIC  CONSIDERING  THE  EXTERNAL 
SITUATION  AROUND  HER,  FOR  EXAMPLE,  WE  SUPPORT  THE  UNITED 
NATIONS  EMBARGO  AGAINST  IRAQ,  THIS  RESULTS  IN  LITTLE  OR  NO 
MONETARY  COST  TO  US,  BUT  COSTS  TURKEY  HUNDREDS  OF  MILLIONS 
OF  DOLLARS  A  YEAR,  IN  OUR  DOMESTIC  POLITICS  WE  REFER  TO  THIS 
AS  UNFUNDED  MANDATES,  BUT  INTERNATIONALLY  EACH  IS  ON  HIS 
OWN.  POLICIES  SUCH  AS  THIS,  CLEARLY  HAVE  A  DIFFERENT  IMPACT 
DEPENDING  ON  WHERE  YOU  SIT. 

AS  UNCERTAINTY  REIGNS  THROUGHOUT  THEIR  AREA  OF  THE  WORLD, 
TURKEY  REMAINS  AN  ISLAND  OF  STABILITY,  WE  DO  NOT  FULLY  KNOW 
WHAT  THE  RUSSIAN  "NEAR  ABROAD"  POLICY  MEANS,  BUT  WE  HAVE 
SEEN  SOME  OF  THE  DEVASTATING  ACTIONS  IN  CHECHNYA  AND  WE  HAVE 
WATCHED  AS  THE  RUSSIANS  HAVE  GRADUALLY  MC  VED  BACK  INTO  THE 
CAUCASUS . 

WE  DO  NOT  KNOW  WHAT  WILL  HAPPEN  NEXT  IN  IRAN.  OUR  MOST 
SERIOUS  REGIONAL  CONCERNS  HAVE  SWITCHED  BACK  AND  FORTH 
BETWEEN  NORTH  KOREA  AND  IRAN  OVER  THE  PAST  YEAR.  OUR 
SECRETARY  OF  DEFENSE  JUST  OVER  THIS  PAST  WEEKEND  HAS 
EXPRESSED  SERIOUS  CONCERNS  OVER  AN  IRANIAN  BUILDUP  IN  THE 
GULF.  WE  ALSO  DO  NOT  KNOW  ABOUT  THE  MISSILES,  OR  SUBMARINES 
THAT  IRAN  MAY  BE  ACQUIRING,  OR  EVEN  NUCLEAR  WEAPONS  OR  OTHER 
WEAPONS   OF   MASS   DESTRUCTION.   WHAT   ABOUT   THE   POTENTIAL 
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EXPLOSIVE  SITUATION  IN  THE  BLACK  SEA  BETWEEN  RUSSIA  AND  THE 
UKRAINE?  HOW  MUCH  OF  THE  COOPERATION  THAT  WE  DESIRE  FROM 
SYRIA  COMES  ABOUT  BECAUSE  OF  THE  TURKS?  THESE  ARE  ALL  REAL 
ISSUES  THAT  TURKEY  FACES  DAILY.  THEY  ARE  NOT  ACADEMIC 
ISSUES.  IT  SEEMS  CLEAR  TO  ME  THAT  WE  MUST  CONTINUE  TO  HELP 
THOSE  COUNTRIES  THAT  ARE  WORKING  WITH  MAJOR  ISSUES  THAT 
AFFECT  US.  WE  CAN'T  HAVE  GOOD,  DEPENDABLE,  LOYAL  ALLIES  ONLY 
WHEN  IT  IS  CONVENIENT  FOR  US. 

TO  MAINTAIN  A  STRONG  TURKEY  REQUIRES  POLITICAL,  ECONOMIC  AND 
MILITARY  STABILITY.  THEY  HAVE  TOUGH  PROBLEMS  BUT  THEY  ARE 
WORKING  TO  RESOLVE  THEM.  POLITICALLY  THE  TURKS  ARE  STRONG- 
WITH  MORE  DEMOCRATIC  INSTITUTIONS  THAN  ANY  COUNTRY  IN  THE 
REGION,  PERIODIC  SNIPING  ON  ISSUES  SUCH  AS  HUMAN  RIGHTS, 
ALONG  WITH  CONTINUING  THREATS  IF  THEY  DON'T  ALWAYS  DO  THINGS 
OUR  WAY,  IS  NO  WAY  TO  TREAT  A  GOOD  ALLY.  ECONOMICALLY  THEY 
HAVE  TAKEN  STRONG  MEASURES  TO  ATTEMPT  TO  GET  THE  VALUE  OF 
THE  LIRA  AND  INFLATION  UNDER  CONTROL  AND  THEIR  CITIZENS  ARE 
PAYING  THE  PRICE  FOR  THESE  TOUGH  MEASURES.  THEY  HAVE  MAJOR 
GOALS  FOR  PRIVATIZATION,  THAT  WILL  TAKE  CONSIDERABLE 
POLITICAL  COURAGE  AND  RISK  TO  THOSE  IN  CHARGE.  SOME  OF  THE 
GOOD  NEWS  ON  THE  ECONOMIC  FRONT  IS  THAT  THEY  HAVE  BEEN 
WELCOMED  INTO  THE  EUROPEAN  CUSTOMS  UNION  WITH  A  FINAL  VOTE 
EXPECTED  LATER  THIS  YEAR.  TODAY  WHILE  WE  SIT  HERE,  THE 
SECOND  MEETING  OF  THE  US-TURKISH  JOINT  ECONOMIC  COMMISSION 
IS  TAKING  PLACE  HERE  IN  WASHINGTON  TO  FIND  GREATER  AREAS  OF 
ECONOMIC  AND  COMMERCIAL  COOPERATION,  TO  INCLUDE  THE  PRIVATE 
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SECTOR.  THE  DEPARTMENT  OF  COMMERCE  HAS  ALSO  INCLUDED  TURKEY 
IN  ITS  LIST  OF  THE  MOST  IMPORTANT  TEN  EMERGING  MARKETS  THIS 
YEAR  AND  THE  TURKS  ARE  HOPEFUL  THAT  THIS  ACTION  WILL  PROVIDE 
THEM  WITH  A  REAL  ECONOMIC  BOOST. 

I  WANT  TO  SAY  A  FEW  WORDS  ON  WHY  TURKEY  STILL  NEEDS  OUR 
ASSISTANCE  IN  THE  DEFENSE  AREA  AND  WHY  1  RECOMMEND  THAT  THE 
CONGRESS  SUPPORT  THE  ADMINISTRATION  REQUEST  FOR  4  50  MILLION 
DOLLARS  IN  FMF,  100  MILLION  DOLLARS  FOR  ESF  AND  ONE  MILLION 
DOLLARS  FOR  IMET.  AS  YOU  KNOW,  UNTIL  A  FEW  YEARS  AGO,  OUR 
SECURITY  ASSISTANCE  WAS  ALL  GRANT.  TODAY  IT  IS  ALL  LOAN,  SO 
WE  REALLY  ARE  NOT  GIVING  THEM  ANYTHING  IN  SECURITY 
ASSISTANCE.  THROUGH  OUR  LOANS  WE  ARE  MAKING  IT  POSSIBLE  FOR 
THEM  TO  CONTINUE  TO  RECEIVE  THOSE  ITEMS  WITH  THE  MOST 
PRESSING  NEED. 

OVER  THE  PAST  TEN  YEARS,  THE  TURKS  HAVE  MADE  MAJOR  PROGRESS 
IN  MODERNIZING  THEIR  ARMED  FORCES,  BUT  THEY  ARE  NOT  THERE 
YET.  MUCH  OF  THEIR  EQUIPMENT  IS  STILL  OLDER  GRANT  EQUIPMENT 
PROVIDED  BY  THE  UNITED  STATES  OVER  THE  PAST  4  5  YEARS.  THEY 
ARE  GRAPPLING  WITH  NEW  TECHNOLOGIES,  WHILE  THEY  ARE 
STRETCHING  OUT  THE  OLD- 

OUR  SECURITY  ASSISTANCE  COMBINED  WITH  TURKISH  EFFORTS  HAVE 
RESULTED  IN  SOME  OUTSTANDING  SUCCESSES.  THEIR  F16 
COPRODUCTION  EFFORT,  FOR  EXAMPLE,  HAS  BEEN  CARRIED  OUT  IN 
AN  OUTSTANDING  MANNER  AND  THE  ARE  CURRENTLY  PRODUCING  Fa6'S 
FOR  BOTH  THEMSELVES  AND  THE  EGYPTIANS.  THEY  HAVE  SHOWN  THAT 
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•THEY  CAN  PRODUCE,  TRAIN  AND  OPERATE  THE  MOST  SOPHISTICATED 
EQUIPMENT  ON  TODAY'S  BATTLEFIELD.  FUNDS  THAT  YOUR  COMMITTEE 
HAVE  PROVIDED  IN  THE  PAST,  HAVE  MADE  A  DIFFERENCE  AND  HAVE 
BEEN  THE  CATALYST  AND  DRIVING  FORCE  FOR  MODERNIZATION  FOR 
ALL  OF  THE  TURKISH  ARMED  FORCES. 

THE  TASKS  THAT  TURKEY  FACES  TODAY  ARE  TO  CONTINUE  THE 
MODERNIZATION  EFFORT,  BY  BOTH  NEW  PRODUCTION  AND  UPGRADES  OF 
OLDER  EQUIPMENT,  TO  PROPERLY  MAINTAIN  EQUIPMENT  ON  HAND,  TO 
PROVIDE  MODERN  TRAINING  TO  OPERATE  MODERN  EQUIPMENT,  AND  TO 
CONDUCT  READINESS  AND  TRAINING  EXERCISES  THAT  WILL  ENABLE 
THEM  TO  DEFEND  THEIR  COUNTRY  AND  TO  PARTICIPATE  IN 
MULTILATERAL  OPERATIONS  WITH  THEIR  ALLIES. 

FINALLY,  LET  ME  CLOSE  WITH  FOUR  QUICK  POINTS  THAT  ARE  OF 
CURRENT  INTEREST  TO  US-TURKISH  RELATIONS: 

A.  THE  PERENNIAL  QUESTION  OF  GREEK-TURKISH  RELATIONS.  I  KNOW 
OF  NO  THREATS,  REAL  OR  IMPLIED,  THAT  TURKEY  HAS  MADE  AGAINST 
GREECE,  EXCEPT  WHEN  THE  GREEKS  HAVE  THREATENED  TO  EXPAND 
THEIR  CONTROL  OF  THE  GREEK  ISLANDS  OUT  TO  A  12  MILE  LIMIT. 
SUCH  A  POLICY  WOULD  MAKE  THE  AEGEAN  SEA  FOR  ALL  PRACTICAL 
PURPOSES,  GREEK  TERRITORY,  AND  OF  COURSE  TURKEY  COULD  NOT 
AGREE  WITH  THAT. 

B.  I  SHALL  NOT  TAKE  TIME  TO  TRY  AND  DISCUSS  THE  COMPLICATED 
CYPRUS  ISSUE,  EXCEPT  TO  POINT  OUT  THAT  REGARDLESS  OF  ALL  OF 
THE  RHETORIC,  CYPRUS  HAS  BEEN  FREE  OF  CONFLICT  FOR  OVER  2  0 
YEARS  AND  LOOKS  PRETTY  GOOD  TO  AN  OUTSIDER  WHEN  COMPARED 
WITH  IRELAND,  LEBANON,  BOSNIA  OR  PALESTINE. 
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C.  HUMAN  RIGHTS  AS  INDICATED  BEFORE  IS  ALWAYS  A  LENGHTY  AND 
INVOLVED  ISSUE,  ESPECIALLY  WITH  THOSE  WHO  HAVE  THEIR  OWN 
AGENDAS.  AS  A  FRIEND  OF  TURKEY,  I  DO  NOT  CONDONE  ANY  HUMAN 
RIGHTS  VIOLATION,  TiND  I  DO  NOT  HESITATE  TO  TELL  THE  TURKS 
SO.  BUT  LET  US  BE  REALISTIC-MANY  OF  THE  HUMAN  RIGHTS 
ACTIVISTS,  FOR  WHATEVER  REASON,  HAVE  A  BIAS  AGAINST  TURKEY. 
THIS  "MIDNIGHT  EXPRESS"  MENTALITY  OF  TURKS  RUNNING  AMOK  IS 
NOT  TRUE.  I  DON'T  KNOW  ANYONE  ON  THE  SCENE  THAT  WON'T  AGREE 
THAT  THE  HUMAN  RIGHTS  PICTURE  IS  CONTINUING  TO  IMPROVE,  AND 
I  AM  CONFIDENT  THAT  AS  THE  FULL  FACTS  ARE  KNOWN  AND  AS 
CURRENT  PROGRAMS  ARE  PUT  INTO  PRACTICE,  THAT  TURKEY  WILL 
RANK  WELL  UP  AMONG  THE  COUNTRIES  OF  THE  WORLD  IN  THAT 
RESPECT. 

D.  I  SHALL  NOT  DISCUSS  THE  INCURSION  INTO  IRAQ  IN  DETAIL, 
BUT  I  BELIEVE  THE  UNITED  STATES  POLICY  HAS  RECOGNIZED  WHAT 
IS  HAPPENING  ALONG  THE  BORDER  AREA  IN  THE  SOUTHEAST.  THE 
SEVERAL  THOUSAND  RECOGNIZED  PKK  TERRORISTS  USE  CROSS  BORDER 
OPERATIONS  TO  THEIR  ADVANTAGE.  THEY  LIKE  THE  FREEDOM  OF 
ACTION  THAT  GOES  WITH  CROSS  BORDER  OPERATIONS  AND  THEY 
SCREAM  WHEN  THEY  ARE  CHALLENGED.  I  BELIEVE  THE  TURKISH 
GOVERNMENT  IS  MAKING  EVERY  EFFORT  TO  PROTECT  CIVILIANS.  WE 
SHOULD  REALIZE  THAT  TO  THE  TURKS,  THESE  TERRORIST  ACTIVITIES 
IN  THE  SOUTHEAST  ARE  A  MAJOR  CONCERN  TO  THEM  AND  THEY  ARE 
NOT  GOING  TO  LET  THEM  TEAR  APART  THEIR  COUNTRY.  AS  THE  WALL 
STREET  JOURNAL  SAID  ON  24  MARCH,  "TURKEY,  ALL  AGREE,  REMAINS 
AN  IMPORTANT  ADJUNCT  OF  EUROPE  AND  A  KEY  MEMBER  OF  THE 
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ATLANTIC  ALLIANCE.  IT  IS  A  FRIEND  IN  A  TROUBLED  REGION  AND 
IT  DESERVES  OUR  SUPPORT." 

IN  SUMMARY,  I  PERSONALLY  BELIEVE  THAT  WHAT  TURKEY  IS  DOING 
BY  PROVIDING  A  STRONG  CREDIBLE  REGIONAL  FORCE  IS  HELPING  US 
AND  IS  IN  OUR  BEST  INTEREST.  THE  FUNDS  THAT  WE  PROVIDE  TO 
TURKEY  ARE  TRULY  FORCE  MULTIPLIERS  FOR  US.  CERTAINLY  TURKEY 
WILL  GAIN  FROM  WHATEVER  GRANTS  OR  LOANS  THAT  WE  PROVIDE,  BUT 
I  KNOW  OF  NO  GREATER  DEFENSE  BARGAIN  ON  THE  WORLD  SCENE 
TODAY . 
CONGT95 
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Mr.  Knollenberg.  General,  I  am  going  to  yield  to  my  ranking 
member  on  the  Democratic  side,  Mr.  Wilson,  who,  I  believe,  may 
have  a  question  for  you. 

Mr.  Wilson.  Thank  you,  Mr.  Chairman. 

I  have  got  a  couple  of  real  short  questions.  General. 

Is  it  not  true  that  in  the  United  Nations  War  with  Iraq  that  at 
great  cost  to  themselves,  Turkey  shut  down  all  the  pipelines  that 
went  from  Iraq  through  Turkey? 

General  Pendleton.  Absolutely. 

Mr.  Wilson.  The  day  we  asked  them  to? 

General  Pendleton.  Absolutely. 

Mr.  Wilson.  And  is  it  not  also  true  that  Turkey,  at  great  cost 
to  themselves,  allowed  their  territory  to  be  used  for  American  air 
strikes  against  Iraq? 

General  Pendleton.  Absolutely. 

Mr.  Wilson.  And  is  it  not  also  true  that  Turkey  has  the  longest 
functional  democracy  of  any  Islamic  State? 

General  Pendleton.  Absolutely. 

Mr.  Wilson.  And  is  it  not  also  true  that  Turkey  is  the  only  Is- 
lamic State  that  has  continuously  recognized  Israel  since  its  incep- 
tion? 

General  Pendleton.  Absolutely. 

Mr.  Wilson.  Thank  you. 

Mr.  Knollenberg.  General,  thank  you,  very  kindly. 

General  Pendleton.  Thank  you. 

Mr.  Knollenberg.  If  you  have  any  additional  testimony  you 
wish  us  to  include  for  the  record? 

General  Pendleton.  No,  I  do  not. 

Mr.  Knollenberg.  Thank  you. 


Thursday,  March  30,  1995. 

TURKISH  CYPRIOT  CULTURAL  AND  EDUCATION 
ASSOCIATION 

WITNESS 

JOSEPH  D.  YOUSSOUF,  EXECUTIVE  VICE  PRESIDENT,  TURKISH  CYP- 
RIOT CULTURAL  AND  EDUCATIONAL  ASSOCIATION  OF  THE  UNITED 
STATES  OF  AMERICA 

Mr.  Knollenberg.  Mr.  Joseph  Youssouf. 

Mr.  Youssouf.  Thank  you. 

Mr.  Knollenberg.  Just  for  the  record,  you  are  with  the  Turkish 
Cypriot  Cultural  and  Educational  Association  of  the  US  of  America. 
I  suspect  there  is  an  acronym  that  fits  that,  too,  but  please  proceed. 

Mr.  Youssouf.  Yes,  Mr.  Chairman.  I  represent  the  group  as  an 
executive  vice  president.  And  I  can  tell  you  that  we  have  never  re- 
sorted to  acronyms  probably  because  we  are  not  smart  enough  to 
do  that;  it  is  a  difficult  name. 

The  important  points  that  I  would  wish  to  discuss  today  are  con- 
tained in  the  written  submission  that  I  submit  for  the  record  today, 
but  I  would  like  to  do  is  speak  about  some  things  that  I  think  are 
extremely  relevant  as  the  Congress  considers  these  important  for- 
eign assistance  appropriations  issues. 
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As  I  was  listening  to  the  testimony  of  the  gentleman  who  pre- 
ceded me  today,  the  thing  that  struck  me  most  was  that  old  saying, 
by  their  works  ye  shall  know  them.  I  would  paraphrase  it  and  say, 
by  their  words  ye  shall  know  them. 

Turkey  has  been  condemned  today  roundly  as  it  has  been  every 
year  since  1974  for  its  military  intervention  and  continuing  mili- 
tary presence  in  Cyprus.  Our  Greek  friends  would  have  us  believe 
that  they  have  nothing  but  pacific  intentions,  that  peace  and  pros- 
perity would  flow  to  all  citizens  of  Cyprus  if  only  the  "Evil  Turkish 
Ogre,"  the  military,  in  this  situation,  would,  in  fact,  leave  the  coun- 
try. 

Contained  in  my  statement  are  some  quotes  that  I  think  I  want 
to  emphasize  for  the  record  today.  Before  the  blood-soaked  hills  of 
Bosnia  drew  world  attention  to  that  tragic  region,  the  Turkish  pop- 
ulation of  Cyprus  knew  what  oppression,  discrimination,  and  ethnic 
cleansing  were  all  about. 

Lest  we  lull  ourselves  into  a  false  sense  of  security  regarding  the 
potential  for  peaceful  settlement  of  the  Cyprus  problem,  if  only 
Turkey  would  withdraw  its  troops,  let  us  examine  some  recent 
words  and  deeds  of  the  Greek  Cypriots. 

I  am  going  to  start  with  1992.  This  is  from  a  major  Greek  Cyp- 
riot  daily  newspaper,  "Turks  are  a  barbarous  people.  They  are  the 
last  barbarians  of  civilization.  A  people  with  violent  instincts  and 
a  thirst  for  blood.  We  would  rather  live  with  savage  animals  than 
with  Turks.  Until  the  Turks  digest  that  Cyprus  is  Greek  they  can- 
not live  in  this  country  as  a  minority.  And  our  slogan  cannot  be 
anything  else  but,  'the  best  Turk  is  a  dead  Turk.' " 

"The  Union  of  Cyprus  with  Greece  is  the  only  democratic  solution 
to  the  Cyprus  problem.  No,  to  the  talks,  no,  to  the  federation, 
Enosis  and  let  the  channels  fill  with  the  flow  of  blood." 

Now,  given  that  statement,  I  find  it  amazing  that  any  sober  ana- 
lyst of  these  issues  could  suggest  a  cessation  of  American  military 
assistance  to  Turkey  because  its  troops  are  in  Cyprus. 

During  the  last  election  campaign.  President  Clerides  promised 
the  electorate  that  he  would  "cleanse  the  north."  An  unfortunate 
choice  of  words  in  view  of  what  the  Bosnians  have  been  listening 
to  for  the  last  few  years,  but  that  is  what  he  said. 

He  also  promised  that  he  was  going  to  return  Cyprus  to  its  pre- 
1974  condition,  in  other  words  a  land  where  Turkish  Cypriots  were 
without  rights,  confined  to  enclaves,  surrounded  by  armed  EOKA 
militia  units  and  on  the  verge  of  extinction  as  a  community. 

One  must  wonder  if  these  bellicose  words  have  been  tempered  by 
the  passage  of  time.  Unfortunately  the  answer  is,  no.  In  late  1974, 
I  am  sorry,  1994,  Greek  Cypriot  demonstrators  violated  the  borders 
of  the  Turkish  Republic,  shouted  abuse,  hurled  stones,  burned 
Turkish  Cjrpriot  flags  in  an  attempt  to  provoke  Turkish  soldiers 
into  responding.  Fortunately  they  did  not. 

In  October  of  1994,  Greek  and  Greek  Cypriot  military  forces  held 
full-scale  joint  maneuvers  in  southern  Cyprus  and  these  maneuvers 
were  designed  to  show  a  coordinated  effort  and  to  demonstrate  the 
fact  that  the  Greeks  had  rearmed  themselves  to  the  tune  of  $2  mil- 
lion U.S.  dollars  per  day  with  military  hardware  including  tanks 
and  armored  vehicles. 
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This  does  not  sound  pacific  to  me.  I  do  not  think  it  is  by  any 
stretch  of  the  imagination,  pacific. 

To  add  fuel  to  the  fires  of  apprehension,  Col.  Yoannis  Papadakis, 
and  I  mispronounced  that  name,  I  am  sure,  of  the  Greek  Regiment 
in  C3T)rus  publicly  stated,  and  this  is  an  exact  quote,  "When  the 
Hellenes  walked  to  the  north  the  clear  sea  of  the  Mediterranean 
will  be  full  of  the  dead  bodies  of  the  Muslim  people  of  northern  Cy- 
prus." 

Now,  I  think  that  is  the  best  example  of  why  we  should,  in  fact, 
cut  off  military  assistance  but  not  to  Turkey,  to  Greece. 

The  fact  is  that  given  the  opportunity  what  has  happened  in 
Bosnia  would  look  like  a  field  day  in  Northern  Cyprus.  In  1974  es- 
tablished a  boundary  that  exists  today.  And  1974  established  for 
the  first  time  peace  on  the  Island  of  Cyprus  and  most  importantly, 
from  our  perspective,  security  for  the  Turkish  Cypriot  population. 

These  folks  have  a  demonstrated  inability  to  live  together  in  a 
single  political  entity.  Separation  has  worked  and  has  brought 
peace  to  the  island.  People  who  say  force  Turkey,  through  Amer- 
ican cutbacks  in  military  and  economic  assistance,  force  Turkey  to 
withdraw  its  troops  from  Cyprus  are  turning  a  blind  eye  toward 
the  realities  of  Cyprus. 

Turkey  should  not  be  punished  for  this  because  with  its  military 
intervention  it  brought  peace. 

Mr.  Chairman,  I  thank  you  for  your  time.  I  note  that  my  time 
has  expired.  I  ask  that  my  full  statement  be  placed  in  the  record. 

Mr.  Knollenberg.  So  ordered,  and  we  do  appreciate  your  testi- 
mony this  afternoon. 

[The  information  follows:] 
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M*-  Chairman  and  Members  of  the  Subcommirtee,  I  would  like  to  thaak  you  for  giving 
mc  the  opportunity  to  appear  before  this  subcomminee  to  present  testimony  on 
behalf  of  the  Turkish  Cypriot  Cultural  and  Educational  Assodacion  of  the  United 
states  ot  America.  Inc.  concerning  foreign  assistance  appropriations  to  Turkey. 
Greece  and  Cyprus. 

In  1995  as  in  previous  years,  Greek  and  Greek  Cypriot  lobbyists  are  again  advocating 
sharp  cutbacks  in  American  militar)'  and  economic  assistance  to  Turkey  based  upon 
the  continuing  presence  of  Turkish  military  forces  in  the  Turkish  Republic  of 
Northern  Cyprus.  They  claim  that  the  presence  of  those  troops  in  Cyprus  is  a  prime 
example  of  Turkish  hostility  toward  Greece  and  Turkish  disregard  for  the 
international  rule  of  law.  They  also  claim  that  left  to  their  own  de\'ices,  the  Greek 
and  Turkish  peoples  of  Cyprus  could  sort  out  their  own  problems  and  fashion  a 
solution  to  the  long-standing  Cyprus  problem.  The  Turkish  Cypriot  population  does 
not  believe  these  assertions  and  their  disbelief  is  based  upon  the  harsh  lessons  of 
their  history,  both  past  and  recent. 

Before  the  blood  soaked  hills  of  Bosnia  drew  world  attention  to  that  tragic  region,  the 
Turkish  popxilatLon  of  Cyprus  knew  what  oppression,  discrimination  and  ethnic 
cleansing  were  all  about.   Lest  we  lull  ourselves  into  a  false  sense  of  security 
regarding  the  potential  for  a  peaceful  settlement  of  the  Cyprus  problem  if  only 
Txu-key  would  withdraw  its  troops,  let  us  examine  some  recent  words  and  deeds  of  the 
Greek  Cypriots  who  claim  pacific  intentions. 

In  late  1992  the  following  editorial  appeared  in  a  widely  read  Greek  Cypriot 
newspaper: 

"  Turks  are  a  barbarous  people.  They  are  the  last  barbarians 
of  dvilization.  A  people  with  violent  instincts  and  a  thirst 
for  blood.  We  would  rather  live  with  savage  animals  than  with 
Turks.  Until  the  Turks  digest  that  Cyprus  is  Greek,  they  cannot 
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live  in  this  countr>'  as  a  minority.  And  our  slogan  cannot  be 
an>thing  else  but  'the  best  Turk  is  a  dead  Turl;.'  The  union  of 
Cyprus  v\ith  Greece  is  the  only  democratic  solution  to  the 
Cyprus  problem.  No  to  the  tallis,  No  to  the  federation,  Enosis 
and  let  the  channels  fill  with  the  flow  of  blood." 

During  his  last  reelection  campaign.  President  Clerides  promised  his  electorate  that 
he  would  "cleanse  the  Korth"  of  Turkish  forces  suid  Turkish  settlers  while  proudly 
proclaiming  his  membership  in  the  infamous  terrorist  organization  EOKA.   He  also 
promised  to  return  Cyprus  to  its  pre-1974  condition,  that  is  a  land  where  Turkish 
Cypriots  were  without  rights,  confined  to  enclaves  stirrounded  by  armed  EOKA  units 
and  on  the  verge  of  extinction  as  a  communit>'. 

One  must  wonder  if  these  bellicose  words  have  tempered  with  the  passage  of  time. 
Unfortunately,  the  passage  of  time  has  not  weakened  Greek  Cypriot  animosity  toward 
their  Turkish  neighbors. 

In  late  1994  Greek  Cypriot  demonstrators  violated  the  borders  of  the  Turkish 
Re     blic  of  Northern  Cyprus,  shouted  abuse  and  hurled  stones  at  Ttirkish  soldiers  and 
civilians  in  an  attempt  to  provoke  an  inddenL  In  October  of  1994  Greek  and  Greek 
Cypriot  military  forces  held  full-scale  ,  joint  manoeuvres  in  Southern  Cypru.s.     These 
manoeuvres  are  alarming  to  the  Turkish  Cypriots  in  view  of  reports  that  the  Greek 
Cypriot  administration  spent  approximately  two  million  U.S.  dollars  per  d;3y  on 
militar>'  hardware  such  as  tanks  and  armored  vehicles  and  is  planning  on  e.xpanding 
its  militar>'  forces  by  fift>'  percent,  hiring  professional  soldiers  from  Greece  and 
other  European  countries. 

To  add  fuel  to  the  fires  oS  apprehension,  Colonel  Yoannis  Papadakis  of  the  Greek 
regiment  in  Cyprus  pubhcly  stated:  AVhen  the  Hellenes  walk  to  the  North,  the  clear 
sea  of  the  Mediterranean  will  be  full  of  the  dead  bodies  of  the  Muslim  people  of 
Northern  Cyprus." 
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To  make  matters  worse,  during  December  of  1994  the  Greek  Cyprlot  administration  cut 
electric  power  to  the  Turkish  Cypnots.  No  reason  or  explanation  was  offered  and 
-"otests  filed  with  various  international  agencies  have  not  borne  tangible  results, 
continuing  this  abysmal  record,  the  Greek  Cypriot  government  rejected  the  so  called 
"confidence  building  measures"  suggested  by  the  Secretary  General  and  insisted 
upon  certain  "preconditions"  before  the  resumption  of  intercoramunal  negotiations. 
They  also  obtained  a  decision  from  the  European  Court  of  Justice  which  prohibits  the 
direct  export  of  agricultural  products  from  the  TRNC  thereby  intensifying  the  level 
of  their  economic  blockade  of  the  Turkish  Cs'piiot  community. 

These  acts,  when  viewed  in  the  context  of  intercomrnxmal  relations  between  the 
Greek  and  Turkish  Cyprlots,   reveal  the  plain  and  simple  truth  that  nothing  short  of 
total  victory  is  acceptable  to  the  Greek  Cyprlot  government  and  that  compromise  is 
not  in  their  plans. 

If,  as  has  been  observed,  past  performance  is  the  best  indicator  of  future 
performance,  it  is  safe  to  say  that  a  long  term  solution  to  the  Cyprus  problem  is  not  at 
hand  given  the  current  pohtical  realities  of  Cyprus.   In  his  book  entitled  "The  Cyprus 
Pi     ilem  and  Remedy"  Turkish  Cypriot  President  Rauf  Denktash  observed: 


"A   lolntion   can  only  be  achieved   when   the  Greek  Cypriot  side  realtrea   that 
it  has   come  to  the  end  of  the  road  of  intematioiul  decepdon  and  that  ao 
country    will    lanctioa    the    arbitrary    or    forceful    attempt    to    impose    the    Oreek 
political  will  on  Turkish  Cypriots.     It  must  be  oaderstood  that  the  Turkish 
Cypriot   side   cannot   ester   into   agreement   with   anyone   who   will   dispute 
its    political    equality    and    partnership    status    which    carry    wlthlJD    them    the 
right  of  sovereignty  on  its  soil  in  the  North  the  way  Cantons  are  in 
Switzerland.     If  the  Greek  Cypriot  side  is  eager  for  a  federal  solution,     it  should 
stop   disputing   the   existence   and   validity    ot  these  rights   In   its   Turkish  Cypriot 
counterpart.      Federalism  ,     is   the  partnership  of  two  or  more  politically  equal 
units    who   bring  into   the  partnership   their  own   assets,      the   most   fundamental 
of   which    is    their   respective   sovereign    rights.      They    decide   freely    what    they 
will   give   each  to  the  central   authority   which  will   be   shared,      retaining   the 
residual  powers  for  themselves.     These  are  matters  of  essence  of  Federalism 
and  if  Federalism  is   the  aim   of  the  pieseni  e;(ercise   then,      there  shottid  be  no 
dispute,      no  bargaining  on  these  matters.      Denial  of  these  rights  is 
tantamount  to  a  rejection  of  Federalism.     That  is  how  we  have  lost  29  years 
while    the    Greek   Cypriot   side   has    utilised    these    years   for   capitalizing   on   faults 
a        untenable   title   of  the   Government   of  Cyprus." 
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IronicRlly.      on   Cyprus   a  pencrf"!    «olution    U   at   hand    if  only   the   partlen   concerned 
will  avail  tfaemselves  of  it.     Tbat  which  exists  is  that  which  should  exist  and  the 
r>,vOgiiitioa   of  the   validity  of  the  Turkish  Republic   of  Northern   Cyprus   as   an 
independent    sovereign    entity    should    b*    given    very    jexioua    consideration    by    the 
United   States   and    the  rest  of  the   international   community.      The  punitive   measures 
proposed    by   pro -Greek   lobbyists   against   Turl^ey   should  be   ignored   and   foresworn. 
The   irrelevant    7    tn    10   ratio  in   military   ossiatance    should   be   abandoned   because    the 
likelihood  of  war  between  our  two  NATO  allies,     Greece  and  Turkey, is  remote  and  a 
resolution   of  the   Cyprus   dispute   along   the  lines   advocated  by  my   organization  would 
make   war   ;«n   even   remoter  possibility. 

The    historical    record   is    replete    with    examples    of   Turkish-American    friendship 
and  cooperation.     Do  not  listen  to  those  who  advocate  punishing  Turkey  because  of  its 
continuing    presence    in    Cyprus.      As    you    evaluate    American    foreign    policy    objectives, 
plc'  e    consider   carefully    the   importance    of  a    strong   and   friendly   Turkish    Republic 
in   the    confusing    and   dangerous   world   which   has    emerged  from   the   wreckage   of  the 
former  Soviet   Union.      Use  Americau  influence  and  power  to  reward  a  loyal   and  true 
friend  and   disavow   punishing   that  friend  because   of  the   actions   it   took  on   Cyprus   in 
1974. 

spectfuliy    submitted, 

[D.YOUSSOl 
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Thursday,  March  30,  1995. 
THE  BURMA  AMERICAN  FUND 
WITNESS 

YING   SITA,   EXECUTIVE   DIRECTOR,   THE   BURMA  AMERICAN   FUND, 
NEW  YORK 

Ms.  SiTA.  Thank  you,  Mr.  Chairman,  Mr.  Wilson.  Your  assistance 
has  enabled  the  Burma  American  Fund  to  help  students  who  have 
fled  massacre  by  the  Burma  Army  for  organizing  the  1988  pro-de- 
mocracy uprising  which  nearly  toppled  the  dictatorship. 

Congress  must  help  these  survivors  who  lead  Burma's  22  million 
who  are  committed  to  democracy. 

This  August,  I  hope  you  will  attend  the  premier  of  the  new  movie 
by  Director  John  Borman  called  "Beyond  Rangoon"  about  the  upris- 
ing by  Burma's  students. 

The  $1,000,000  for  displaced  Burmese  for  1993— half  the  amount 
was  for  the  Burma  American  Fund  to  help  students — was  withheld 
by  the  AID  Asia  Office  supported  by  State's  Refugee  Programs 
which  opposed  help  for  victims  of  the  SLORC  dictatorship,  thereby 
signalling  to  Thailand,  which  colludes  with  SLORC,  to  veto  all  U.S. 
money  for  displaced  students. 

The  AID  mission  in  Thailand  denied  U.S.  funds  to  students  and 
said  U.S.  money  was  purely  for  relief,  not  development.  Yet  the 
AID  Administrator  is  now  objecting  to  Senator  Helms'  proposal  for 
a  new  foundation  to  fund  PVOs  on  the  ground  that  the  foundation 
would  only  be  capable  of  relief  help,  not  development. 

The  Burma  American  Fund  welcomes  funding  to  PVOs 
headquartered  in  the  U.S.  who  can  reach  Burma's  internally  dis- 
placed. The  Burma  Army  bums,  rapes,  conscripts  villagers  for 
slave  labor  and  sex.  Displaced  farmers  wish  only  to  resettle  inter- 
nally and  indeed  to  do  so  with  only  a  little  bit  of  help.  They  have 
no  desire  to  be  warehoused  in  Thai  refugee  camps. 

PVOs  can  help  internal  refugees  despite  prohibition  by  Thailand 
and  SLORC.  The  SLORC  rulers  only  want  U.S.  money  for  them- 
selves. Last  November,  the  wife  of  an  Army  Minister  had  to  settle 
for  diamond  earrings  which  cost  only  $1.4  million  because  she 
could  not  find  the  $5  million  pair  she  wanted. 

Congress  can  save  millions  by  closing  the  Embassy,  which  has  no 
Ambassador.  Senator  Helms  is  unlikely  to  send  one.  The  Embassy 
is  used  by  the  Commerce  Department.  UNICAL  and  Texaco  are  ex- 
tracting gas  to  be  piped  to  Thailand. 

To  secure  the  region,  SLORC  removed  indigenous  inhabitants 
and  is  forcing  thousands  more  to  build  pipeline  infrastructure. 
Closing  the  Embassy  sends  a  clear  signal  to  the  White  House  that 
U.S.  companies  cannot  have  the  blood  of  innocents  on  their  hands. 

Congress  can  cut  millions  more  by  not  funding  U.N.  agencies 
which  fund  SLORC.  The  Army  consumes  practically  all  of  the  coun- 
try's income.  Like  the  drunk  who  drinks  up  the  household  income 
and  begs  for  scraps  for  his  starving  children,  SLORC  wants  foreign 
donors  for  colleges  which  have  no  books,  medical  schools  which 
have  no  equipment,  and  wants  help  with  its  self-induced  AIDS 
problem. 
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Funding  programs  through  Rangoon  enables  this  callous,  para- 
sitic regime  to  mask  the  reality  that  Burma  is  destitute  because 
the  Army  is  looting  it.  AIDS  is  unchecked  because  agents  of  intel- 
ligence like  General  Khin  Nyunt  sell  pure  heroin  very  cheaply,  and 
SLORC  benefits  from  prostitution. 

SLORC  uses  slave  labor  to  build  the  tourist  infrastructure  and 
helps  pimps  and  slave  boys  and  girls  to  service  a  sex  industry 
called  tourism  to  rival  Thailand's  booming  sex  trade  and  SLORC 
epidemic. 

Where  heroin  for  the  U.S.  is  produced,  we  find  these  are 
nextdoor  to  a  Burma  Army  division.  The  garrison  town  of  Lashio 
harbors  a  major  drug  complex.  Large  drug  shipments  use  ports 
tightly  controlled  by  SLORC  to  reach  New  York  City  streets  quick- 
ly and  efficiently  year  after  year.  Yet  DEA  woos  SLORC  and  ig- 
nores U.S.  failure  from  1976  to  1988  when  Dictator  Nai  Win  got 
more  than  $80  million  for  anti-narcotics,  which  only  tripled  his  her- 
oin shipments  to  the  U.S. 

In  December,  Wa  and  Kokan  drug  lords  declared  their  partner- 
ship with  SLORC  a  failure  because  SLORC  refused  to  allow  contact 
with  the  U.S.,  failed  to  release  Nobel  Laureate  Da  Aung  San  Suu 
Kyi,  and  began  democratic  reform. 

A  farmer  makes  $50  to  $60  a  year.  Congress  can  appropriate  a 
tiny  sum  for  research  of  plants  prized  by  pharmaceuticals  and  train 
local  botanists  to  supervise  programs  to  market  these  plants.  Local 
control  and  cooperation  is  key.  SLORC  must  be  bypassed  if  Con- 
gress wants  eradication,  not  another  taxpayer  subsidy  to  the  mili- 
tary gang. 

[The  information  follows:] 
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TeBtimony  before  the  House  Subcommittee  on  Foreign  Operations  March  30,  1995 

at  the  US  Capitol  Building,  Washington,  D.C. 

by  Princess  Ying  Sita,  Executive  Director,  The  Burma  American  Fund,  New  York 

Chairman  Callahan, 

The  al 1-vol unteer  Burma  American  Fund  was  founded  in  1989  by  Professor  Ezra 
Solomon  (member  of  President  Nixon's  Council  of  Economic  Advisers)  and  myself 
to  help  young  Burmese  students  and  graduates,  who  fled  massacre  by  the  Burma 
Army.  These  young  people  organized  the  1988  pro-democracy  protests,  nearly 
toppling  Burma's  repulsive  dictatorship.  Congress  must  help  these  survivors, 
who  continue  to  lead  Burma's  20  million  young  people  (half  of  the  population). 
This  August  I  hope  you  will  attend  the  new  movie  by  director  John  Boorman 
about  the  1988  uprising  by  Burma's  students. 

The  million  dollars  for  displaced  Burmese  for  1993  (half  the  amount  was  for 
the  Burma  American  Fund  to  help  students)  was  withheld  for  two  years  by  AID 
Washington  Asia  Office  (supported  by  the  State  Department  Bureau  for  Refugee 
Programs),  which  opposed  help  for  SLORC's  victims,  thereby  signalling 
Thailand,  which  colludes  openly  with  SLORC  to  exploit  Burma,  to  veto  ALL  US 
MONEY  for  young  Burmese.  AID  Mission  in  Thailand  denied  funds  to  displaced 
students,  and  said  US  money  was  purely  for  relief,  NOT  for  development.  Yet 
the  AID  Administrator  is  now  objecting  to  Senator  Helms'  proposal  to 
substitute  a  new  development  foundation  to  fund  private  voluntary 
organizations  (PVOs)  on  grounds  that  the  foundation  would  only  be  capable  of 
relief  assistance,  not  development. 

Tlie  Burma  American  Fund  welcomes  funding  to  PVOs  with  headquarters  in  the  US 
who  ars    able  to  reach  thousands  of  internally  displaced  in  Burma,  who  flee 
because  the  Army  systematically  burns,  rapes,  pillages,  forcibly  conscripts 
villagers  for  slave  labor  and  sex.  Displaced  cultivators  wish  only  to  resettle 
internally,  and  indeed  do  so,  with  a  little  bit  of  help.  They  have  no  desire 
to  cross  the  border  to  end  up  warehoused  in  refugee  camps.  PVOs  can  reach 
inside  Burma,  despite  prohibition  by  Thailand  and  SLORC.  SLORC  does  not  want 
any  US  help  for  any  of  its  victims. 

SLORC  rulers  only  want  money  for  themselves  from  US  taxpayers,  oil 
companies,  Wall  Street,  tourists.  Last  November  the  wife  of  a  Burma  Army 
Minister  had  to  settle  for  diamond  earrings  which  cost  only  1.4  million 
dollars,  because  she  could  not  find  the  5  million  dollar  pair  she  wanted. 

Congress  can  save  millions  by  CLOSING  the  Embassy  which  has  no  Ambassador 
anyway.  Senator  Helms  is  unlikely  to  send  one.  The  Embassy  is  used  by  the 
Commerce  Department  to  encourage  American  companies  to  invest.  UNOCAL  and 
TEXACO  are  in  joint  venture  with  SLORC  to  extract  gas  offshore  and  pipe  it 
through  south  Burma  to  Thailand;  SLORC  gains  *400  million  annually. 

To  secure  this  region,  SLORC  forcibly  removed  indigenous  inhabitants  and  is 
forcing  thousands  more  into  slave  labor  to  build  the  pipeline  infrastructure. 
Thus  shutting  down  the  Embassy  sends  a  clear  signal  to  the  White  House  and 
State  Department  thiat  US  companies,  no  matter  how  greedy,  cannot  have  the 
blood  of  innocents  on  their  hands. 

Congress  can  cut  millions  more  by  NOT  funding  UN  agencies  which  fund  SLORC. 
Since  seizing  absolute  power  in  1962,  the  Army  consumes  practically  all  the 
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country's  income.  Like  the  drunk  who  drinks  up  the  household  income  and  begs 
scraps  -for  his  starving  children,  SLORC  has  its  hand  out  to  -foreign  donors  to 
donate  to  colleges  which  have  no  books,  medical  schools  which  have  no 
equipment,  and  to  help  with  its  self-induced  AIDS  problem.  UNICEF  blankets, 
milk  powder,  vaccines  were  used  or  sold  by  the  Army.  Well-meaning  donors,  NGOs 
who  fund  programs  through  Rangoon  enable  this  brutal,  callous  and  parasitic 
regime  to  mask  the  reality  that  Burma  is  destitute  because  the  Army  is  looting 
it. 

AIDS  is  unchecked  because  agents  of  intelligence  chief  General  Khin  Nyunt 
sell  pure  heroin  very  cheaply  on  campuses,  and  because  SLORC  directly  benefits 
from  prostitution.  Targeting  1996  as  the  year  for  tourism,  SLORC  is  using 
slave  labor  to  build  its  tourist  infrastructure,  and  helping  pimps  enslave 
young  boys  and  girls  to  service  a  rapi  dl  y— e>;pandi  ng  se;(  industry  in  Burma  to 
rival  Thailand's  booming  sex  trade  and  AIDS  epidemic. 

Army  ministers,  soldiers,  police  live  on  cashflow  from  drugs  and 
prostitution.  In  the  northeast,  which  produces  heroin  for  the  US  and  world 
market,  refineries  are  ne;:t  door  to  an  Army  division  permanently  stationed 
there.  The  indigenous  population  is  decimated  by  AIDS.  The  Army  garrison  town 
of  Lashio  harbors  a  major  drug  complex  and  offices  of  all  drug  lords  who  sre 
SLORC  partners.  Attached  e.re    pictures  of  the  heroin  complex  and  covered  trucks 
with  their  heroin  cargo  which  routinely  ply  SLORC— control  led  highways.  Large 
heroin  shipments  which  MUST  use  road-rai 1 -air  routes  and  seaports  tightly 
controlled  by  BLDRC  reach  New  York  City  streets  quickly  and  efficiently  year 
after  year.  Yet  the  Drug  Enforcement  Agency  woos  SLORC  with  promise  of  US 
taxpayer  millions,  and  ignores  US  failure  from  197^  to  19B8  when  Dictator  Me 
Win  got  more  than  80  million  for  anti -narcotics ,  which  resulted  only  in 
tripling  his  heroin  shipments  to  the  US. 

Last  December  Wa  and  I  okang  drug  lords  in  the  northeast  declared  their 
partnership  with  SLORC  a  failure  as  SLORC  refused  to  allow  direct  contact  with 
the  US,  failed  to  help  them  grow  other  crops,  failed  to  release  Nobel  laureate 
Daw  Aung  San  Suu  Kyi  and  begin  democratic  reforms.  Opium  farmers  make  an 
average  of  50  to  60  dollars  a  year  to  buy  rice  and  medicine.  At  high 
elevations,  water  is  unavailable  for  crops;  the  poppy  thrives  on  monsoon  rain 
al one. 

Congress  can  allocate  a  tiny  sum  (.fZtJO ,000)     for  research  and  development  of 
plants  highly  prized  by  pharmaceutical  fir-ms,  and  for  training  local  botanists 
to  supervise  grass-roots  programs  to  market  valuable  plants.  Local  control  and 
local  co-operation  is  key.  SLORC  must  be  bypassed,  if  Congress  wants  opium 
eradication,  NOT  taxpayer  subsidy  to  the  illegal,  narco-mi 1 i tary  gangsters. 
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BAF  is  happy  to  connect  NCOS  with  community-based 
organizations  and  volunteers  who  are  directly 
helping  the  local  population  in  Burma  in  AIDS-related 
matters,  other  health  problems,  and  in  education. 


itact:  Princess  Ying  Sita 
Executive  Director 
(212)  tel. 522-4585  /  fax  522-0331 


tached  excerpts  on: 

*  forced  labor  in  the  name  of  foreign  investment  in  Burma 

*  1994  community-based  finding  on  Burma  SLORC  government's 
systematic  involvement  in  heroin  and  prostitution  trade 

*  1994  Human  Rights  Report  by  the  ABSDF  (All  Burma  Students 
Democratic  Front) 
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Major   drug   exchange      complex    in   Lashio 
•(Lashlo   Is   a   town   in  northern   Shan  State   controlled  by   SLORC 
Burma   Army) 


A   comraon   mode   of    illegal    trade    in    drugs 
►(all   road/rail/air   routes    in   Burma  tightly   controlled   by   SLORC 

Burma  Army;    huge   covered    trucks   carry  white   opium    (heroin)    and   black 
opium   (unprocessed,    raw  opium)    from  northeast   Burma,   where  bulk  of   opium 
for   world   market    is    grown,    to   Rangoon,    Mandalay,    etc.    for    international 
export) 


457 


FROM   1994   COMMUNITY-BASED   SURVEY   OF  AIDS,    HEROIN,    PROSTITUTION 
AND   BURMA   SLORC   GOVERNMENT'S   SYSTEMATIC   INVOLVEMENT 

-    30    - 
FINDING 

This  survey  was  undertaken  with  the  intention  of  evaluating 
the  health  conditions  of  the  people  of  the  Kachin  Land  in  the 
wake  of  such  a  prevailing  world-wide  fatal  disease  called  AIDS. 
The  survey  was  ccirried  out  between  January  to  May  1994 .  In  the 
course  of  doing  so,  one  other  prominent  social  evil  has  shown ' up 
which  has  taken  aleinningly  heavy  toll  of  human  lives.  This  is 
heroin  and  all  the  evil  its  neune  implies.  There  are  organizations 
in  the  Kachin  State  that  cire  op'enly  euid  shamelessly  using  heroin 
as  a  financial  boom  for  themselves  while  remorselessly  driving 
youths  into  heroin  addiction.  Heroin  addiction  'has  caused  the 
loss  of  hundreds  of  young  lives  cunong  the  Kaphin  people.  This 
deadly  drug  is  openly  cultivated,  refined,  transported  and  sold. 
Law  enforcing  forces  eire  conniving  with  the  traffickers  of 
heroin,  who  otter  them  bribes  to  keep  their  eyes  closed.  It  is  a 
sad  thing  that  the  very  people  who  should  uphold  the  law  to 
protect  the  people  axe  turning  a  blind  eye  to  the  nefajrious  acts 
of  unscrupulous  agents.  Organizations  like  the  Ko  Kank,  Wa  and 
KDA  are  the  main  agents  for  refining,  transportation  and  bulk 
sales  or  neroxn  in  the  KacKin  iitate .  jLt  is  of  absolute  necessity 
thatT  the  activities  of  these  orgeuiizations  with  regetrd  to  heroin, 
be  completely  halted. 

Heroin  addicts  axe  in  the  habit  of  injecting  heroin  into  their 
vein.  They  inject  from  3  to  4  greuus  at  a  time  from  2  to  3  times  a 
day.  When  the  hypodermic  needle  used  by  an  addict  who  already  has 
AIDS  is  used  again  by  another  addict,  the  latter  at  once 
contracts  AIDS  himself.  This  goes  on  from  one  addict  to  another 
and  thereby  causes  the  wholesale  spread  of  AIDS.  Heroin  addict 
range  in  age  from  14  years  to  40  years.  The  youngest  addict  is  7 
years  of  age >  The  oldest  is  50  years  old. 

Heroin  trade  brings  in  easy  money  to  those  who  undertake  the 
trade.  Heroin  traders  axe  flushed  with  money.  They  eixe  lavish 
spenders  and  pleasure  seekers.  They  eire  the  people  who  encourage 
prostitution.  When  a  prostitute  has  AIDS,  she  quickly  passes  it 
on  to  all  her  customers.  These  men  in  turn  pass  it  on  to  their 
wives  emd  offsprings.  There  is  no  end  to  this  vicious  circle. 
AIDS  can  spread  like  wildfire  because  there  is  no  cure  for  AIDS. 
Those  who  contract  AIDS  are  sure  to  die  sooner  or  later,  but  the 
importcint  thing  is  to  check  the  disease  from  spreading  before  it 
gets  out  of  control. 

Conscientious  law  officers  cam.  do  a  lot  to  stop  heroin 
m£mufacture.  There  is  too  much  greed  for  money  emd  too  little 
concern  for  the  country  and  the  citizens.  Heroin  is  the  root 
cause  of  the  death  among  the  youth  and  of  all  the  heeirtaches  of 
parents  and  well-wishers.  When  there  are  no  more  get-rich-quick 
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'pen  to   throw  their  easy  money  eiround,   there  will  be   less 
prostitution  and   thereby  fewer  occurrences  of  AIDS. 

The  government  army,  the  leading  culprit  in  this  game,  has 
gremted  a  lease  of  three  years  to  all  these  heroin  ipanttfactTiring 
orpanlzatlons.  It  is  almost  a  certainty,  according  to  the  hero^in 
bosses,  that  the  life  term  of  this  lease  will  be  extended.  If 


that  is  to  happen,  there  is  no  hope  for  heroin  eradication  in  our 
country.  Heroin  from  this  country  is  bound  to  be  transported  to 
other  countries  as  well.  It  is  of  utmost  importance  therefore,  to 
attack  the  problem  at  its  source.  We  appeal  to  all  humane  people 
to  do  what  they  can  to  help  our  country  by  helping  our  youth.  Our 
youth  aore  our  hopes  for  the  futvire  cuid  by  helping  them  to 
survive,  well-wishers  will  be  helping  our  country  indirectly. 


SUGGESTION 


There  cire  only  four  suggestions  to  make  which  are  very  urgent . 
The  future  of  the  Kachin  race  in  general,  and  the  younger 
generation  in  petrticular,  depends  upon  the  action  taken  by  the 
world  community.  We  appeal  very  earnestly  to  generous  well- 
wishers  to  sincerely  concerned  euid  committed  extend  the  helping 
hands  to  a  race  of  simple  people  who  eire  in  danger  of  neetr 
extermination.  We  are  going  to  have  to  fight  for  our  very 
survival  euid  we  sincerely  hope  that  the  rest  of  the  world  is  not 
going  to  look  on  with  hands  folded  while  we  perish. 

The  sugaestion  aret- 

1.  Medical  .care  for  AIDS  victims 

2 .  Rehabilitation  of  the  heroin  addicts 

3 .  Complete  destruction  of  the  present  opium  cultivated  areas 
and   a  total  and  effective  ban  on  future  cultivation. 

4 .  Preventive  precautionary  measures  against  future  drug 
addiction   of  our  people. 


NOTE: 

KIA  Kachin  Independence  Army  (indigenous,  pro-autonomy  army) 

KDA  Kachin  Defense  (?)Army  (village  militia  blessed  by  Burmese  military) 

^Q^^^^NK  normally  spelled  Kokang  (ethnic -Chinese  traditionally  settled  in 

Kokang  State  In  northeast  corner  of  the 

Shan  State) 
NWT  Na  Wa  Ta  in  Burmese  means  ruling  SLORC  (State  Law  &  Order 

Restoration  Council)  Burmese  military  regime 
also  Myanmar  Army;  Myanmar  means  Burmese  in  that  language 
S  1  means  Secretary  One,  General  Khin  Nyunt,  of  the  ruling  junta,  SLORC 
Authorities,  police,  army,  village  defense:  mearis  SLORC  government  forces 
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LETTER 


Committee  for  Publicity  of  People's  Struggle  in  Monland 
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Forced  Labour  And  Forced  Relocation 


In  The  Name  Of  Foreign  Investment  (Burma) 


Ihe  unpaid  (oiced  labourers  on  the  constiuctlon  of  SLORC  's  new  military  encompmenis  along  ttie  Ye-Iavoy  lailway  loule 

Ye-Tavoy  Railway  Construcrion  Restarted 
SLORC  Continues  Use  Of  Forced  Labour 
More  Burmese  Refugees  To  Flow  Over  the  Borders 

The  Burmese  military  regime  that  goes  by  the  name  of  the  State  Law  and  Order  Restoration  Council  (SLORC)  has  now 
restarted  Ihe  construction  of  the  (177  kilometers)  llO-mile-long  railway  which  connects  Mon  Slate's  st>uthem-mosl 
town  Ye  and  Tenasserim  Division's  capital  Tavoy.  The  construction  of  this  railway  was  started  by  SLORC  at  the 
beginning  of  the  November  1993  dry  season,  and  was  brought  to  a  standstill  at  the  onset  of  Ihe  monsoon  season  in 
June  1994.  As  in  the  last  dry  season,  SLORC  military  authorities  have  again  started  to  force  a  large  number  of  'ocal 
inhabitants  into  labour  to  continue  the  railway  construction.  As  a  result,  hundreds  of  Mon,  Karen  and  Tavoyan  people 
—  men,  women  and  children  —  have  now  started  fleeing  towards  the  Thai  border. 

'Among  the  hundreds  of  people  fleeing,  48  Mon  people  from  Ye  and  Yebyu  townships  arrived  at  Halockhani,  a  Mon 
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The  All  Burma  Students'  Democratic  Front 
Human  Rights  Report       ^XC  €"/<  Pf 
Jaiiuar}'^  -  August  1994 


Introduction  and  Objectives 

The  All  Burma  Sludenls'  Democratic  From  (ABSDF)  was  formed  in  1988  afier  the  mling  mililan' 
regime  clamped  dow-n  through  \-iolence  and  bloodshed  on  the  all-encompassing  wave  of  pro- 
democracy  protests  s\\ecping  Burma  As  a  consequence  manj-  people  demonstrating  for  a  real  change 
in  the  mililarTi  aulocrao.'  were  forced  to  seed  refuge  along  the  remote  borders  in  the  remote  jungles, 
and  it  was  here  ABSDF  was  founded  in  November  1988  to  "protect  and  promote  human  rights  "  In 
pursuit  of  these  goals.  ABSDF  sponsors  educational  seminars  and  training,  infonnation  gathering  and 
distribution  abroad  and  internally  about  the  conditions  inside  the  country  and  for  all  Burmese  citizens 
The  students  ha\e  always  been  at  the  forefront  of  democracy  movements  inside  Burma,  in  the  '70s. 
against  the  1962  Ne  Win  coup  —  the  students  e\en  played  a  prominent  role  in  the  struggle  for 
independence  from  Britain  —  and  we  will  continue  to  stick  to  our  aims  until  they  are  fulfilled: 
democrat' and  himian  rights  for  all 

Note  about  Information-Gathering 

Thjs  is  a  partial  digest  of  information  printed  in  ABSDF's  official  English  bi-monthly  newsletter. 
DAWN,  in  the  four  issues  from  January -August  1994  All  information  was  gathered  from, reliable 
sources,  i  e.  human  rights  and  democratic  organizations,  personal  interviews  and  news  media  reports. 
ABSDF  has  made  e\eri  attempt  to  \'erif>'  the  information  before  it  was  published  in  DAWN,  and  to 
cross-check  details  with  outside  sources.  As  communication  inside  Burma  can  be  both  difficult  and 
dangerous,  some  details  were  omitted  to  protect  tlie  safety  of  informants.  Also,  this  list  is  by  no  means 
comprehensive:  it  can  take  se\eral  months  for  such  infonnation  to  reach  the  outside  world,  and  then 
tlie  fear  that  SLORC  has  induced  with  repercussions  on  family  members  still  under  suppression  is  so 
great  that  many  people  are  afraid  to  come  forward  with  their  knowledge  about  the  situation  inside 
Burma  However,  we  feel  that  these  examples  gi\e  a  clear  picture  of  what  is  happening  imder  the 
SLORC  regime,  and  feel  it  is  of  the  utmost  importance  to  con\ey  this  to  the  outside  world. 

Abbreviations 

Coy  Company 

IB  Infantry  Battalion 

Ks  Kyats  (US$1  =  6  Ks  (official];  1 10  Ks  [black  market]:  per  capita  GDP  (PPP)  =  US$  676) 

LIB  Light  Infantn  Battalion 

LID  Light  InfantT)  Di\ision 

LORC  Law  and  Order  Restoration  Council,  local  administration  on  village,  township,  etc.,  le\'el 

Sd.  Signed  with  signature 

SLORC  State  Law  and  Order  Restoration  Council,  the  military  regime 


ABSDF  Hiunu  lUiba  KqKn  -I-  J»i««j-A«JM  19M 


461 

Mr.  Knollenberg.  Pretty  fierce.  That  concludes  your  testimony, 
then? 

Ms.  SiTA.  Yes. 

Mr.  Knollenberg.  Just  a  quick  question:  Is  SLORC  the  acro- 
nym for  the  current  party  in  power? 

Ms.  SiTA.  Yes,  the  State  Law  and  Order  Restoration  Council. 

Mr.  Knollenberg.  And  then  one  thing  I  failed  to  do  is  to  indi- 
cate that  you  were  titled.  It  is  really  Princess. 

Ms.  SiTA.  Yes. 

Mr.  Knollenberg.  And  I  apologize  for  that. 

Ms.  SiTA.  Oh,  that  is  fine. 

Mr.  Knollenberg.  We  will  get  it  into  the  record. 

Thank  you  very  much,  then.  Princess  Ying  Sita. 

Ms.  Sita.  Thank  you. 

Mr.  Knollenberg.  And  any  other  additional  information  that 
you  would  like  to  submit  for  the  record  will,  of  course,  be  quite  ac- 
ceptable. So  thank  you. 


Thursday,  March  30,  1995. 
MICROENTERPRISE  COALITION 

WITNESS 

LAWRENCE  YANOVITCH,  CO-CHAIR  AND  DIRECTOR  OF  POLICY  AND 
RESEARCH,  THE  MICROENTERPRISE  COALITION 

Mr.  Knollenberg.  Next  appearing  to  testify  is  Mr.  Lawrence 
Yanovitch,  Director  of  Policy  and  Research  with  the 
Microenterprise  Coalition,  correct? 

Mr.  Yanovitch.  Correct. 

Mr.  Knollenberg.  The  floor  is  yours. 

Mr.  Yanovitch.  Thank  you. 

Mr.  Chairman,  members  of  the  subcommittee,  I  want  to  thank 
you  for  the  invitation  to  testify  on  behalf  of  the  Microenterprise  Co- 
alition and  for  the  strong  bipartisan  support  this  subcommittee  has 
provided  to  microenterprise  programs  over  the  years. 

With  your  permission,  I  would  like  to  submit  my  written  testi- 
mony, which  is  more  detailed,  for  the  record. 

Mr.  Knollenberg.  So  ordered. 

Mr.  Yanovitch.  I  would  just  like  to  spend  a  few  minutes  outlin- 
ing for  you  why  microenterprise  offers  one  of  the  most  powerful 
and  cost-effective  approaches  to  eradicating  severe  poverty  in  the 
world  today. 

First,  when  we  say  "microenterprise",  we  are  referring  to  the 
self-employed  poor  people  who  spill  every  day  into  the  streets,  sell- 
ing their  wares  in  cities  throughout  the  developing  world.  In  fact, 
if  you  were  to  look  from  your  hotel  room  across  the  business  dis- 
trict of  such  a  city,  you  would  see  that  pushcarts  vastly  outnumber 
the  skyscrapers. 

That  is  because  the  microenterprise  sector  provides  50  to  80  per- 
cent of  employment  in  developing  countries,  and  the  figure  is  ris- 
ing. The  irony  is  that  Governments  in  most  of  these  countries  ig- 
nore these  hardworking  people  who  comprise  the  majority  of  their 
population.  Instead,  they  choose  to  subsidize  large  industries,  hop- 
ing that  they  will  be  able  to  create  the  vast  number  of  jobs  required 
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to  keep  people  out  of  poverty.  In  the  end,  such  subsidies  rarely 
raise  the  standard  of  living  of  the  people,  and  they  are  left  to  fend 
for  themselves. 

To  illustrate  my  point,  consider  that  moneylenders  are  usually 
the  only  source  a  microentrepreneur  can  turn  to  for  a  business 
loan.  It  is  common  for  moneylenders  to  charge  as  much  as  3,000 
percent  annually,  while  large  private  and  State  companies  borrow 
at  rates  similar  to  these  in  the  U.S. 

In  order  for  democracy  to  take  root  in  the  developing  world,  it 
is  clear  that  the  financial  markets  in  these  countries  must  be  open 
to  the  working  poor.  Indeed,  less  than  10  percent  of  the  world's 
population  has  access  to  financial  services. 

That  is  what  microenterprise  NGOs  are  seeking  to  do.  We  are  es- 
tablishing a  network  of  commercially  viable  financial  institutions 
which  service  the  self-employed  poor.  Many  of  these  institutions 
demonstrate  repayment  rates  of  over  95  percent. 

They  focus  on  women,  because  poor  women  are  very  active  in  the 
entrepreneurial  economy,  being  often  the  principal  breadwinners 
for  a  host  of  dependents. 

Microenterprise  programs  have  gained  wide  bipartisan  support 
because  they  multiply  scarce  dollars  over  and  over  again. 

What  I  would  like  to  do  is  just  walk  you  through  how  this  multi- 
plier effect  works  in  a  microenterprise  program. 

Let  us  just  take  an  example  of  a  $10,000  loan  coming  from 
USAID  to  a  microenterprise  NGO,  guaranteeing  a  line  of  credit 
from  a  local  commercial  bank  of  $30,000.  The  NGO  would  then  ro- 
tate that  $30,000  three  times,  for  example,  in  the  course  of  a  year 
to  produce  $90,000  worth  of  loans.  Believe  it  or  not,  average  loans 
are  about  $100;  that  represents  a  significant  sum  for  these  borrow- 
ers. The  NGO  could  then  provide  with  that  $90,000  9,000  loans. 

These  entrepreneurs,  often  based  on  savings  trends,  are  able  to 
then  mobilize  $30,000  in  savings.  In  the  end  that  $10,000  worth 
has  multiplied  to  $120,000.  This  represents  a  leverage  ratio  of  12- 
to-1. 

Last  year,  a  bipartisan  group  of  members  worked  with  the 
Microenterprise  Coalition  and  AID  Administrator  Atwood  to  create 
a  reform  program  for  microenterprise.  While  current  funding  for 
the  initiative  is  $140  million,  if  resources  permitted,  our  coalition 
could  effectively  implant  an  additional  $35  million  for  our  pro- 
grams. Because  of  the  multiplier  effect,  this  modest  increase  would 
allow  us  to  reach  hundreds  of  thousands  more  of  the  working  poor. 

In  closing,  I  think  that  we  have  demonstrated  that  banking  on 
the  poor  offers  a  critical  strategy  for  fostering  broadbased  participa- 
tion and  stability  in  the  world  economy. 

We  hope  that  the  committee  will  continue  to  give  the  strong  bi- 
partisan support  to  microenterprise  programs  which  it  was  in  the 
past. 

Thank  you. 

[The  information  follows:] 
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Co-Chair 

The  Microenterprise  Coalition 

Before  the 

Honorable  Sonny  Callahan 

Chairman 

House  Appropriations  Subcommittee  on 

Foreign  Operations,  Export  Financing  and  Related  Programs 

March  30, 1995 


464 


Mr.  Chairman,  Members  of  the  Subcommittee,  I  want  to  thank  you  for  the  invitation  to  testify  on 
behalf  of  the  Microenterprise  Coalition,  and  for  the  strong  bi-partisan  support  this  Subcommittee 
has  provided  to  microenterprise  programs  over  the  years. 

The  Microenterprise  Coalition  is  composed  of  27  international  non-profit  organizations.  We 
work  through  tens  of  thousands  of  community  based  associations  in  villages  and  neighborhoods 
around  the  world.  Collectively,  we  provide  small  loans  to  over  4  million  families  or  more  than 
20  million  people. 

It  is  my  hope  that  my  testimony  will  outline  the  reasons  why  we  believe  that  microenterprise  is 
one  of  the  most  effective  methods  of  promoting  broad  based  economic  development  today.  I 
will  explain  how  and  why  microenterprise  lending  works  to  improve  the  lives  of  the  poorest  of 
the  working  poor  to  enable  them  to  contribute  to  the  economy.  In  addition  I  will  briefly  discuss 
the  current  microenterprise  program  at  the  Agency  for  International  Development  and  our  budget 
requirements  for  the  next  fiscal  year. 

Microenterprise  is  a  cost  effective  approach  to  foreign  assistance  which  advances  both  the 
humanitarian  and  economic  interests  of  the  U.S..  There  is  no  greater  threat  to  global  security  and 
prosperity  than  the  explosive  growth  of  poverty  in  the  world  today.  Developing  nations  sinking 
under  the  weight  of  impoverished  populations  cannot  become  viable  trading  partners. 
Environmental  degradation,  civil  conflict,  disease  and  overpopulation  are  all  rooted  in  poverty. 

The  poor  in  the  developing  world  face  a  daunting  array  of  obstacles  to  breaking  out  of  poverty. 
The  vast  majority  does  not  have  access  to  stable  employment  in  the  industrial  sector  and  must 
therefore  turn  to  self-employment  in  the  informal  sector  or  the  "survival  economy." 
Microenterprises,  or  the  small  businesses  of  the  poor,  account  for  more  than  50%  of  urban 
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employment  in  many  developing  countries.  Indeed,  the  self-employed  poor  provide  a  critical 
low-cost  source  for  creating  jobs  for  other  members  of  their  communities. 

The  self-employed  poor  do  not  compete  on  a  level  playing  field.  In  the  developing  world,  larger 
private  and  state  industries  dominate  the  access  to  markets,  raw  materials  or  capital.  Cultural 
and  political  conditions  prevent  the  poor,  particularly  women,  from  pursuing  their  business 
opportunities. 

One  of  the  most  salient  problems  microentrepreneurs  face  is  a  lack  of  access  to  capital  at 
commercial  rates.  Since  banking  systems  in  developing  countries  do  not  provide  services  to  the 
poor,  microentrepreneurs  must  turn  to  informal  credit  sources  or  "moneylenders"  for  capital. 
The  interest  rates  that  they  must  pay  are  many  time  greater  than  the  local  commercial  rate.  A 
street  vendor  will  typically  pay  10%  interest  per  day  on  a  loan  from  a  money  lender.  The  result 
is  that  large  portions  of  the  income  earned  by  microentrepreneurs  are  siphoned  off  by  these 
middlemen,  who  help  to  keep  poor  producers  trapped  in  poverty. 

U.S.  PVOs,  credit  unions  and  local  non  governmental  organizations  (NGOs)  have  taken  the  lead 
in  filling  the  vacuum  left  by  the  formal  banking  sector.    These  organizations  have  created 
specialized  lending  institutions  which  use  credit  delivery  and  savings  systems  that  are  tailored  to 
the  needs  of  the  poor.  They  often  couple  these  services  with  assistance  in  marketing  and  other 
business  skills  training.  These  specialized  lending  institutions  have  succeeded  in  substantially 
increasing  the  income  of  their  borrowers,  enabling  them  to  improve  the  quality  of  life  of  their 
families. 

Since  microenterprise  programs  are  based  on  productive  investment  instead  of  charity,  the 
resources  are  recycled  to  assist  more  and  more  poor  families.  In  one  of  our  FINCA  programs, 
for  example,  the  $1.3  million  portfolio  will  rotate  in  five  years  to  generate  at  least  $3  million  in 


466 


local  savings  and  $18  million  in  loans.  The  most  successful  microenterprise  programs  also  use  a 
variety  of  financial  instruments  to  access  commercial  sector  funds.  Hence,  the  capacity  of  these 
organizations  to  rotate  resources  and  leverage  capital  from  formal  financial  institutions 
multiplies  the  original  investment  many  times  over. 

For  microenterprise  lending  to  be  effective  at  the  poorest  levels,  the  members  of  the 
Microenterprise  Coalition  have  taken  many  principles  of  conventional  banking  and  turned  them 
upside  down.  We  seek  out  borrowers  with  no  capital  and  no  collateral.  We  look  for  the  poorest 
of  the  working  poor,  particularly  women,  to  make  up  our  bank  membership.  We  search  for 
borrowers  whose  only  other  access  to  credit  is  a  moneylender.  We  issue  loans  as  small  as  $60  in 
the  poorest  areas  of  the  world.  While  this  may  sound  risky  to  some,  the  chances  we  have  taken 
have  paid  off.  Our  banks  are  not  welfare,  nor  are  they  charity.  Our  borrowers,  mostly  poor 
women  with  children  to  support,  pay  commercial  rates  of  interest  on  their  loans.  The  interest  is 
charged  in  order  to  make  these  banks  self-sustaining  over  time  to  not  only  keep  the  bank  running 
but  to  extend  the  bank  to  new  borrowers. 

Although  microenterprise  practitioners  use  diverse  methodologies,  there  is  one  thing  that  is 
common  to  our  experience.  All  of  our  organizations  have  witnessed  that  the  self-employed  poor 
around  the  world  are  extremely  responsible  with  credit.  Why?  Because  they  don't  want  to  miss 
this  opportunity:  investment  credit  is  the  ticket  to  participation  in  the  free  market  system.     It 
doesn't  matter  what  you  call  it:  poverty  lending,  microenterprise  credit,  a  small  business  loan  - 
what  matters  is  that  it  works.  Microenterprise  programs  often  post  repayment  rates  which 
exceed  95%.  By  investing  in  self-employment  activities,  borrowers  dramatically  increase  their 
income  and  find  new  dignity  and  hope. 
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Last  year,  a  bi-partisan  group  of  Members  -  some  of  whom  sit  on  this  Committee  -  worked  with 
the  Microenterprise  Coalition  and  A.I.D.  Administrator  Atwood  to  create  the  Microenterprise 
Initiative. 

The  Microenterprise  Initiative  completely  reformed  A.I.D.'s  old  microenterprise  programs. 
It  now  focuses  a  larger  portion  of  its  portfolio  on  women  (women  have  far  higher  repayment 
rates  than  men),  and  provides  half  of  all  its  loan  capital  for  loans  under  $300.  A.I.D.  is  also 
working  with  the  implementing  organizations  so  that  we  can  achieve  self-sustainability  for  our 
programs  and  increase  our  financial  prudence  in  an  efficient  manner. 

While,  curtent  funding  for  the  Microenterprise  Initiative  is  $140  million,  if  resources  permit,  our 
community  could  effectively  implement  an  additional  $35  million  for  our  programs.  Because 
our  loans  are  recycled,  this  modest  increase  would  have  an  exponentially  positive  effect.  While 
we  are  all  aware  of  this  Committee's  commitment  to  cutting  the  deficit,  even  a  small  decrease  in 
funding  would  seriously  hamper  our  effectiveness. 

Banking  on  the  poor  makes  sense.  The  poor  deserve  the  dignity  of  a  loan  rather  than  a  handout. 
And  we,  as  a  society  owe  it  to  ourselves  to  develop  a  banking  structure  to  serve  the  poor  both 
here  and  abroad  not  just  because  it  is  the  right  thing  to  do,  but  because  it  fiiels  the  global 
economy.  With  an  estimated  one  billion  people  living  in  absolute  poverty  around  the  world,  the 
demand  for  microenterprise  lending  programs  is  tremendous.  If  we  work  together,  the  Congress, 
A.I.D.  and  this  Coalition  can  radically  redefine  banking  in  an  effort  to  end  poverty  and  hunger  as 
we  know  it. 

I  sincerely  thank  you,  on  behalf  of  the  Microenterprise  Coalition,  for  providing  us  with  this 
opportunity  to  share  our  experiences.  I  would  be  pleased  to  answer  any  questions  you  may  have 
at  this  time. 
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Mr.  Knollenberg.  Thank  you  very  kindly  for  your  testimony. 
You,  in  fact,  get  better. 

Just  one  comment  maybe. 

Mr.  Yanovitch.  Yes,  sir. 

Mr.  Knollenberg.  If  competing  rates  are  at  the  3,000  percent 
level,  you  do  not  have  to  do  much  better,  do  you,  to  become  attrac- 
tive? Even  half  of  that  becomes  very,  very  attractive,  does  it  not? 

Mr.  Yanovitch.  Absolutely.  Average  interest  rates  in  most  of  our 
programs  are  between  30  and  40  percent  interest. 

Mr.  Knollenberg.  I  knew  they  were  high  or  higher  by  our 
standards. 

But  thank  you  very  kindly. 

And  moving  on  down,  in  fact,  I  see  that  the  chairman  has  re- 
turned, Mr.  Callahan. 

We  appreciate  seeing  you  again. 

In  fact,  I  will  surrender  the  chair  to  you. 

Mr.  Callahan  [presiding].  I  appreciate  very  much  your  taking 
your  time.  I  am  sorry  I  could  not  be  here  for  all  of  it. 

Mr.  Yanovitch.  My  pleasure 

I  might  say  to  Mr.  Wilson,  we  have  a  4  o'clock  conference  on  the 
Defense  Supplemental  Bill,  and  therefore  we  have,  I  think,  12  or 
13  more  witnesses. 

We  will  give  everybody  five  minutes  and  15  seconds.  [Laughter.] 

Mr.  Callahan.  We  do  not  want  to  start  going  through  the  lottery 
to  let  Mr.  Moseley  go  first  or  Mr.  Dickinson  go  first.  They  are  going 
to  be  heard  today.  But  we  are  going  to  have  to  adhere  to  the  five- 
minute  rule,  so  we  can  make  certain  that  everybody  that  has  re- 
quired to  come  before  this  committee  today  will  be  heard  today. 

And  I  do  appreciate  your  being  here  today. 

Mr.  Yanovitch.  You  are  entirely  welcome. 

Mr.  Wilson.  Mr.  Chairman,  I  presume  we  would  not  be  going 
back  into  conference  unless  the  leadership  has  got  everything 
worked  out. 

Mr.  Callahan.  The  leadership  has  everything  worked  out  but 
our  section.  [Laughter.] 

Mr.  Callahan.  Ms.  Bramble? 


Thursday,  IVLarch  30,  1995. 
NATIONAL  WILDLIFE  FEDERATION 

WITNESS 

BARBARA  J.  BRAMBLE,  DIRECTOR,  INTERNATIONAL  PROGRAMS  DIVI- 
SION, national  wildlife  FEDERATION 

Ms.  Bramble.  In  the  interest  of  brevity,  I  am  just  going  to  make 
a  few  points  which  you  already  have. 

The  first  point  I  want  to  make  is  that  our  members  support  what 
we  call  sustainable  development  assistance.  A  lot  of  people  think 
that  is  a  buzzword,  but  it  does  mean  a  lot  to  us.  It  means  the  im- 
provement of  the  quality  of  life,  especially  for  the  poor,  without 
breaking  the  bank  and  without  ruining  the  natural  systems  that 
actually  run  the  planet. 

So  within  the  150  Account,  we  support  the  voluntary  family  plan- 
ning parts;   poverty  reduction;   health  care;   child  survival;   edu- 
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cation,  especially  for  girls;  environmental  protection;  democracy- 
building;  and  microenterprise  lending,  which  was  described  earlier. 

The  environmental  part  of  that  formula  is  quite  important,  be- 
cause there  are  no  environmental  borders.  We  all  know  that  prob- 
lems of  toxics  and  ozone  depletion  cannot  be  solved  by  any  one 
country,  and  we  are  all  going  to  suffer  from  the  consequences. 

Our  second  point  is  that  these  sustainability  concerns  are  really 
national  security  issues.  Population  growth;  the  increasing  gap  be- 
tween rich  and  poor;  the  crash  of  most  major  ocean  fisheries,  which 
has  already  occurred;  fresh  water  shortages,  particularly  in  the 
Middle  East,  these  are  real  risks  to  peace  and  stability,  and  they 
are  likely  to  have  consequences  we  are  going  to  pay  for  in  the  fu- 
ture. 

Sustainable  development  assistance  addresses  these  problems 
head-on  and  for  a  fraction  of  the  cost  of  emergency  response  later 
on. 

You  may  know  that  President  Nixon  recognized  this  when  he  ad- 
dressed the  subject  of  population  back  in  1969.  He  said  that  popu- 
lation growth  is  among  the  most  important  issues  we  face,  and  it 
can  only  be  met  if  there  is  a  great  deal  of  advance  planning. 

The  U.S.  does  and  will  continue  to  pay  dearly  for  humanitarian 
disasters.  Emergency  relief  operations  costs  have  risen  from  less 
than  $200  million  in  1984  to  more  than  $1.6  billion  today.  But  our 
investments  in  health,  child  support,  environmental  protection,  and 
population  that  could  prevent  a  lot  of  these  have  risen  very  much 
slower. 

Our  third  point  is  that  these  reforms — that  there  are  reforms 
that  we  have  been  asking  for  that  have  recently  been  put  into  place 
by  many  of  the  agencies  covered  by  the  150  Account.  There  is  a 
new  understanding  of  what  sustainable  and  si  xcessful  development 
assistance  can  be,  and  it  is  based  on  a  lot  of  solid  American  values, 
like  democracy,  public  participation,  the  role  of  local  people  and 
local  authorities,  fiscal  accountability,  efficiency,  helping  people  to 
help  themselves. 

This  is  very  different  from  the  kind  of  Big  Government  and  Big 
Project  approach  of  many  years  ago.  And  I  would  say  in  all  fairness 
that  this  approach  deserves  a  reasonable  trial.  So  we  urge  support 
for  these  reformed  agencies  as  an  expression  of  faith  in  America's 
best  values. 

My  fourth  point  is  that  you  know  that  Americans  do  support 
international  programs  they  can  understand.  There  was  the  Uni- 
versity of  Maryland  poll  a  couple  of  months  ago,  and  it  was  very 
clear.  If  people  know  that  it  is  about  saving  children's  lives,  they 
support  it.  If  it  is  for  family  planning  or  environmental  protection, 
they  support  it. 

But  they  think  we  give  away  a  lot  more  than  actually  do.  The 
average  guess  in  that  poll  was  that  we  had  about  18  percent  of  our 
national  budget  in  foreign  aid.  And  you  know  that  it  is  less  than 
1  percent.  So  there  is  a  lot  of  education  work  to  do. 

Turning  to  the  Multilateral  Development  Banks,  I  am  sure,  Mr. 
Chairman,  that  you  know  the  National  Wildlife  Federation  has 
been  a  severe  critic  of  the  MDBs  for  many  years.  We  helped  start 
the  citizen  campaign  that  pushed  for  reforms  in  1983.  There  is  a 
lot  of  history  of  that  in  my  statement. 
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There  is  some  good  news  here.  Just  as  with  AID's  changes,  the 
MDBs  have  come  a  long  way,  and  more  changes  are  on  the  way, 
if  our  Government  and  the  U.S.  Treasury  can  prevail  in  some  of 
the  negotiations  that  are  going  on  with  regard  to  IDA-11.  So  if 
U.S.  leadership  and  our  contribution  levels  continue,  we  expect  the 
reform  track  to  continue,  too. 

I  know  some  are  particularly  concerned  about  the  case  of  IDA  as 
part  of  the  World  Bank  Group.  I  would  say  that  reforms  are  in 
process  there,  too.  But  just  as  important  is  the  lifeline  that  IDA 
gives  to  some  of  the  poorest  countries  on  Earth. 

The  current  situation  is  that  the  Bank,  with  U.S.  backing  and 
even  our  pressure,  has  been  preaching  structural  adjustment  to 
many  countries  for  a  decade  and  a  half.  There  is  a  lot  of  con- 
troversy over  that  and  how  it  should  have  been  done  better  than 
it  was.  The  point  is,  it  is  moving  forward,  and  it  is  being  reformed. 

But  meanwhile  the  countries  that  are  making  these  needed 
structural  adjustments  are  stuck  in  a  brutal  process,  almost  politi- 
cally destabilizing  in  some  cases,  and  even  with  the  Bank's  new  un- 
derstanding of  social  and  environmental  impacts,  it  is  still  very 
tough. 

Many  of  these  countries  are  partway  through  the  process,  and 
the  only  support  they  have  is  IDA.  So  how  much  more  brutal  it 
would  be  for  them  if  we  cut  off  our  funding  support  of  the  IDA  pro- 
grams in  the  middle  of  the  programs  that  we  have  asked  them  to 
make. 

My  last  point  on  the  Multilateral  Banks  is  that  unless  the  U.S. 
maintains  its  relative  funding  level,  we  are  going  to  lose  influence 
over  these  institutions.  I  do  not  think  I  need  to  remind  you  that 
they  continue  to  affect  the  international  economic  climate  that  our 
firms  must  operate  in  in  international  business.  So  it  is  in  our  Na- 
tion's economic  interest,  as  well  as  for  these  reforms,  to  continue 
our  role  at  the  helm  of  what  these  institutions  do. 

In  summary,  Mr.  Chairman,  in  considering  the  slow  pace  of 
change  that  we  have  had  at  the  MDBs,  some  of  my  colleagues  see 
this  glass  as  half-empty.  I  have  worked  on  this  for  over  12  years, 
and  I  have  to  say  I  see  it  half-full.  But  it  really  does  not  matter. 
The  point  is,  the  level  in  the  glass  is  right  in  the  middle.  What 
matters  is  whether  it  moves.  And  how  it  moves  is  up  to  you. 

Thank  you. 

Mr.  Callahan.  Thank  you.  We  appreciate  it.  We  will  submit 
your  entire  testimony  for  the  record. 

[The  information  follows:] 
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Introduction 

Chainnan  Callahan,  honored  members  of  the  committee.  I  am  Barbara  J.  Bramble,  Director  of 
International  Programs  at  the  National  Wildlife  Federation.  I  thank  you  for  giving  me  the 
opportunity  to  testify  today.  The  National  Wildlife  Federation  is  a  conservation  education 
organization  with  over  4  million  members  and  supporters  nationwide.  NWF  is  a  non-profit 
organization,  and  currendy  receives  no  funds  from  the  foreign  operations  accounts  of  the  US 
government,  from  any  multilateral  development  bank  or  any  other  official  aid  fiinder. 

National  Wildlife  Federation  is  not  like  most  environmental  groups,  in  that  we  started  as  the 
national  voice  of  hundreds  of  local  fishing  and  hunting  clubs  all  over  this  country.  Our 
organization  has  worked  since  1936  for  sensible  management  of  natural  resources  and 
environmental  protection,  through  our  state  affiliates,  our  national  membership  and  our  11 
regional  natural  resources  centers.  We  got  involved  in  international  issues  13  years  ago  to 
advocate  the  same  sensible  approach. 

The  first  essential  message  I  hope  you  will  take  from  our  discussion  is  that  our  members 
support  development  assistance  that  can  help  make  the  earth  a  better  place  for  our  children 
to  live.  That  means  assistance  for  "sustainable  development"  - 

a  concept  that  is  too  abstract  for  many  critics,  and  has  already  become  a  buzzword  to  others; 
but  it  has  great  meaning  for  us:  It  means  improvement  in  the  quality  of  life,  especially  for  the 
poor,  without  either  breaking  the  bank  or  ruining  the  natural  systems  that  run  the  planet  we  sit 
on  so  temporarily.  It  means  a  stable  environment,  a  sound  economy  and  equitable  opportunity 
for  all  to  participate.  This  is  the  kind  of  development  we  work  for  within  our  own  country;  and 
we  want  to  do  our  fair  share  to  help  others  achieve  the  same.  Thus  within  the  150  Account,  we 
support  the  programs  that  promote  sustainable  development,  such  as  voluntary  family  planning, 
poverty  reduction,  health  care,  child  survival,  education,  especially  for  girls,  environmental 
protection,  democracy  building  and  microenterprise  lending. 

Our  second  essential  message  is  that  although  it  is  not  yet  well  understood  by  most  policy 
analysts  or  the  public,  our  sustainability  concerns  are  not  based  on  altruistic  or  moral  instincts. 
These  are  national  security  issues:  Unprecedented  population  growth;  the  vast  number  of 
desperately  poor  people,  mostiy  in  the  developing  world,  and  the  increasing  gap  between  rich 
and  poor;  the  mounting  evidence  of  devastating  weather  patterns  resulting  from  global  warming; 
the  crash  of  most  major  ocean  fish  populations;  freshwater  shortages,  especially  in  the  Middle 
East;  and  the  worldwide  loss  of  species  diversity.  These  pose  real  risks  to  peace  and  stability 
and  will  likely  have  consequences  we  will  pay  dearly  to  reverse.  Sustainable  development 
assistance  addresses  these  problems  head  on,  and  can  make  a  useful  difference  for  a  fraction  of 
the  cost  of  emergency  response  later  on. 

The  third  essential  message  is  that  long-sought  reforms  have  recently  been  put  in  place  by 

many  of  the  agencies  covered  by  the  150  account.  There  is  a  new  consensus  about  what  works 
in  development  assistance,  which,  interestingly,  is  based  on  some  solid  American  values: 
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democracy,  especially  public  participation  in  decision-making  and  responsiveness  to  civil  society; 
an  emphasis  on  the  role  of  local  authorities;  fiscal  accountability;  efficiency;  helping  people  to 
help  themselves,  including  a  concentration  on  human  resources  investments  like  education, 
hedth,  voluntary  family  planning;  and  protection  of  environment  and  natural  resources.  This  is 
very  different  from  the  big  government,  big  project  approach  of  the  past.  In  AID's  new 
approach,  and  now  being  recognized  as  well  by  the  World  Bank  and  the  other  MDBs,  this  also 
means  that  to  receive  funding,  nations  have  to  demonstrate  their  own  commitment  to  broad-based 
development  and  cleaner  government,  in  short  to  giving  a  fair  shake  to  all  their  citizens;  some 
governments  are  unprepared  to  do  this  and  are  getting  cut  off.  This  is  in  contrast  to  the  days 
when  we  supported  anti-development,  autocratic  governments  in  the  name  of  the  Cold  War. 

In  all  fairness,  this  new  approach  deserves  a  reasonable  trial.  Thus  this  is  not  the  time  to  slash 
foreign  assistance,  but  to  support  the  reformed  agencies,  as  an  expression  of  faith  in  America's 
best  values. 


It  is  entirely  too  soon  to  give  up  on  the  development  process.  In  fact,  some  experts  would 
say  that  with  few  exceptions,'  we  have  only  just  recently  started  to  give  it  a  try. 


I.  SUSTAINABLE  DEVELOPMENT  IS  THE  GOAL.  WHETHER  AT  HOME  OR 
ABROAD 

I  have  long  suspected  that  the  main  reason  for  a  perceived  lack  of  public  support  for  foreign 
assistance  is  the  use  of  the  word  "foreign."  Most  Americans  do  not  identify  their  interests  with 
those  of  "foreigners,"  so  opinion  polls  that  do  not  dig  deeper  mistake  what  our  citizens  really 
believe.  When  you  ask  instead  if  they  support  saving  children's  lives  or  helping  people  to  escape 
from  poverty,  the  answer  is  yes;  if  you  ask  if  they  think  taxpayer  dollars  should  be  used  to  give 
women  the  opportunity  to  plan  their  families,  the  answer  is  yes;  if  you  ask  if  our  nation  has  an 
interest  in  environmental  protection  worldwide,  the  answer  is  yes.  In  fact,  while  Americans 
think,  on  average,  that  18  percent  of  the  federal  budget  is  spent  on  foreign  assistance,  when  told 
the  actual  percentage,  an  overwhelming  majority  of  Americans  say  those  spending  levels  should 
be  maintained  or  increased.^ 

National  Wildlife  Federation's  members  have  a  specific  interest  in  the  parts  of  the  foreign  affairs 
budget  that  support  sustainable  development  ~  less  than  half  of  one  percent  of  the  national 
budget.  This  is  because  these  are  the  same  programs  we  support  at  home.  We  know  that  no 
matter  what  country  it  comes  from,  acid  rain  and  toxic  emissions  affect  the  air  we  breathe,  the 
fish  we  catch  and  the  water  we  drink.  We  know  that  neither  global  wanning  nor  atmospheric 
ozone  depletion  can  be  solved  by  any  one  nation  or  group  of  nations,  and  we  will  all  suffer  the 
consequences.  ^ 
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We  know  that  the  quality  of  life  of  all  Americans  depends  not  just  on  the  physical  environment, 
but  also  on  our  traditions  of  democracy,  reasonable  job  security,  a  good  education,  access  to 
health  care,  and  overhauling  our  failed  programs  for  reducing  poverty,  which  have  resulted  in 
so  much  despair,  crime  and  family  dissolution,  especially  in  urban  areas.  Much  the  same  is  true 
in  other  countries,  and  this  is  precisely  what  our  improved  international  assistance  programs 
address. 

NWF's  President,  Jay  D.  Hair,  was  selected  to  sit  on  President  Clinton's  Council  for  Sustainable 
Development  (PCSD),  which  was  formed  after  the  1992  Earth  Summit  in  Rio  de  Janeiro.  This 
Council  is  charged  to  study  what  actions  our  nation  should  take  to  become  more  sustainable  into 
the  next  century.  The  PCSD  is  looking  at  the  same  things  that  I  mentioned  above  ~  how  to 
ensure  we  maintain  a  sound  economy,  a  stable  environment  and  equitable  participation  for  all 
our  people.  Their  two-year  study  will  be  finished  later  this  year.  From  early  reports,  many  of 
their  recommendations  will  look  very  much  like  what  USAID  discovered  several  years  ago.  In 
fact,  many  of  AID'S  new  programs  are  directly  applicable,  especially  for  rehabilitation  of  our 
collapsing  inner  cities. 

AID  staff,  and  the  NGOs  which  carry  out  many  of  its  programs  in  the  field,  are  sharing  their 
development  knowledge  with  American  cities.  And  just  like  the  space  program  in  the  1960's  and 
1970's,  the  domestic  spinoffs  of  overseas  development  work  may  be  just  as  valuable  as  the  main 
program  itself. 

n.  SUSTAINABLE  DEVELOPMENT  ASSISTANCE  SERVES  THE  NATIONAL 
SECURITY  INTERESTS  OF  THE  UNITED  STATES 

A.    POPULATION  IS  A  MATTER  OF  NATIONAL  SECURITY 

Environmentalists  try  to  live  by  the  motto  "Reduce,  Reuse,  Recycle".  Since  many  of  the  things 
I'd  like  to  tell  you  about  population  have  already  been  said,  1  will  spare  myself  re-inventing  the 
wheel,  and  read  you  a  quotation.  I  should  alert  you  to  the  fact  that  some  of  the  numbers  you 
will  hear  are  now  quite  out  of  date.  Unfortunately,  the  text  is  not  as  outdated  as  I  could  wish 
in  other  ways. 

"To  the  Congress  of  the  United  States: 

"In  1830  there  were  one  billion  people  on  the  planet  earth.  By  1930  there  were  two  billion,  and 
by  1960  there  were  three  billion.  Today  the  world  population  is  three  and  one-half  billion 
persons. 

"These  statistics  illustrate  the  dramatically  increasing  rate  of  population  growth.  It  took  many 
thousands  of  years  to  produce  the  first  billion  people:  the  next  billion  took  a  century:  the  third 
came  after  thirty  years:  the  fourth  will  be  produced  in  just  fifteen. 
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"If  this  rate  of  population  growth  continues,  it  is  likely  that  the  earth  will  contain  over  seven 
billion  human  beings  by  the  end  of  this  century.  Over  the  next  thirty  years,  in  other  words,  the 
world's  population  could  double... 

"While  there  are  a  varietv  of  opinions  as  to  precisely  how  fast  population  will  grow  in  the 
coming  decades,  most  informed  observers  have  a  similar  response  to  all  such  projections.  They 
agree  that  population  growth  is  among  the  most  important  issues  we  face.  They  agree  that  it  can 
be  met  only  if  there  is  a  great  deal  of  advance  planning.  And  they  agree  that  the  time  for  such 
planning  is  growing  very  short. 

"It  is  for  all  these  reasons  that  I  address  myself  to  the  population  problem.... 

"It  is  in  the  developing  nations  of  the  world  that  population  is  growing  most  rapidly  today.  In 
these  areas  we  often  find  rates  of  natural  increase  higher  than  any  which  have  been  experienced 
in  human  history.  With  their  birthrates  remaining  high  and  with  death  rates  dropping  sharply, 
many  countries  of  Latin  America,  Asia  and  Africa  now  grow  ten  times  as  fast  as  they  did  a 
century  ago.  At  present  rates,  many  will  double  and  some  will  even  triple  their  present 
populations  before  the  year  2000... 

"As  a  result,  many  already  impoverished  nations  are  struggling  under  a  handicap  of  intense 
population  increase  which  the  industrialized  nations  never  had  to  bear.  Even  though  most  of 
these  countries  have  made  rapid  progress  in  total  economic  growth—  faster  in  percentage  terms 
than  many  of  the  more  industrialized  nations-their  far  greater  rates  of  population  growth  have 
made  development  in  per  capita  terms  very  slow.  Their  standards  of  living  are  not  rising 
quickly,  and  the  gap  between  life  in  the  rich  nations  and  life  in  the  poor  nations  is  net  closing. 

"There  are  some  respects,  in  fact,  in  which  economic  development  threatens  to  fall  behind 
population  growth,  so  that  the  quality  of  life  actually  worsens.  For  example,  despite 
considerable  improvements  in  agricultural  technology  and  some  dramatic  increases  in  grain 
production,  it  is  still  difficult  to  feed  these  added  people  at  adequate  levels  of  nutrition.  Protein 
malnutrition  is  widespread.  It  is  estimated  that  every  day  some  10,000  people  —  most  of  them 
children  ~  are  dying  from  diseases  of  which  malnutrition  has  been  at  least  a  partial  cause. 
Moreover,  the  physical  and  mental  potential  of  millions  of  youngsters  is  not  realized  because  of 
a  lack  of  proper  food.  The  promise  for  increased  production  and  better  distribution  of  food  is 
great,  but  not  great  enough  to  counter  these  bleak  realities. 

"The  burden  of  population  growth  is  also  felt  in  the  field  of  social  progress.  In  many  countries, 
despite  increases  in  the  number  of  schools  and  teachers,  there  are  more  and  more  children  for 
whom  there  is  no  schooling.  Despite  construction  of  new  homes,  more  and  more  families  are 
without  adequate  shelter.  Unemployment  and  underemployment  are  increasing,  and  the  situation 
could  be  aggravated  as  more  young  people  grow  up  and  seek  to  enter  the  work  force. 

"Nor  has  development  yet  reached  the  stage  where  it  brings  with  it  diminished  family  size. 
Many  parents  in  developing  countries  are  still  victimized  by  forces  such  as  poverty  and 
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ignorance  which  make  it  difficult  for  them  to  exercise  control  over  the  size  of  their  families. 
In  sum,  population  growth  is  a  problem  which  no  country  can  ignore  whether  it  is  moved  by  the 
narrowest  perception  of  national  self-interest  or  the  widest  vision  of  a  common  humanity." 

Who  was  the  speaker?   None  other  than  Richard  Nixon,  President  of  the  United  States/  I 

did  not  vote  for  Mr.  Nixon,  and  during  his  time  in  office  I  frequently  disagreed  with  his 
policies.  However,  in  this  statement  to  the  Congress  in  1969  Mr.  Nixon  demonstrated  a  very 
mature  understanding  of  US  long-term  security  interests.  In  identifying  population  as  "one  of 
the  most  important  issues  we  face."  I  believe  he  was  not  motivated  primarily  by  an  interest  in 
women's  reproductive  health  and  rights,  nor  by  a  concern  for  species  diversity.  The 
phenomenon  of  global  warming  was  still  unheard  of  in  1969,  as  was  acid  rain.  There  was  no 
perceptible  hole  in  the  ozone  layer  at  that  time;  Human  Imuno- Virus  (HTV)  was  not  even 
identified,  much  less  claiming  the  lives  of  almost  14  million  people  as  it  has  to  date;  the  global 
seafood  catch  was  still  rising  then,  not  declining  as  it  is  today.  All  of  these  problems  taken 
individually  would  be  sufficient  grounds  for  making  population  issues  a  priority.  Collectively, 
they  compel. 

However,  President  Nixon,  without  benefit  of  environmental  or  feminist  counsel,  undertook  a 
whole  list  of  initiatives  in  the  area  of  population  for  one  major  reason:  he  perceived  it  as  a 
security  issue  for  the  United  States. 


National  Security  Study  Memnrandnm  200 

In  1974  the  President  ordered,  and  the  National  Security  Council  carried  out,  an  extensive 
review  of  the  economic  and  security  implications  of  rapid  population  growth.  The  NSC  was 
instructed  by  Henry  Kissinger  to  concentrate  on  economic  and  security  impacts  of  population 
growth;  they  were  not  looking  for  ecological  or  social  impacts. 

The  Council,  in  National  Security  Study  Memorandum  200,  developed  case  studies  of  many 
regional  conflicts,  assessing  what,  if  any,  role  demographic  factors  had  played  in  them.  They 
found  that  the  proximity  of  two  different  language,  religious,  cultural  or  "social"  groups 
with  very  different  population  growth  rates  was  a  good  predictor  of  violent  confrontations. 

Radical  social  inequities,  and  human  want  (descril)ed  by  the  NSC  as  "other  social  cleavages") 
are  also  fundamental  to  the  equation.  Rapid  population  growth  (rather  than  high  population 
density  with  slow  or  no  growth)  was  also  heavily  implicated  in  civil  unrest,  development  of 
extremist  movements,  and  high  crime  rates.  Rapid  population  movements  and  a  very  young  age- 
profile  in  the  population  were  also  predictive  factors.  I  would  like  to  read  you  a  passage  of  the 
report,  dealing  with  population  futures  in  Mexico;  please  recall  that  this  was  written  over  twenty 
years  ago: 

"Closest  to  home,  the  combined  population  growth  of  Mexico  and  the  US  Southwest  presages 
major  difficulties  for  the  future.  Mexico's  population  is  growing  at  some  3.5%  per  year  and 
will  double  in  20  years  with  concomitant  increases  in  demands  for  food,  housing,  education  and 
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employment.  By  1995,  the  present  57  million  will  have  increased  to  some  115  million,  and 
unless  their  recently  established  family  planning  program  has  great  success,  by  2000  will  exceed 
130  million.  More  important,  the  numbers  of  young  people  entering  the  job  market  each  year 
will  expand  even  more  quickly.  These  growing  numbers  will  increase  the  pressure  of  illegal 
emigration  to  the  US,  and  make  the  issue  an  even  more  serious  source  of  firiction  in  our  political 
relations  with  Mexico."  ' 

It  is  interesting  to  note  that  the  family  planning  program  did  pay  off:  Mexico's  current 
population  is  92  million,  not  1 15  million  as  was  predicted.  The  projected  population  for  the 
year  2010  is  now  well  below  130  million.  Yet,  even  with  more  moderate  growth  than  the  NSC 
predicted  in  1974,  the  problems  they  foresaw  have  come  to  pass.  There  is  now  a  well- 
established  trend  towards  a  militarized  US/Mexico  border.  Casualties  on  both  sides  mount,  with 
innocent  women  and  children  often  the  victims  of  a  low-intensity  border  war. 
The  question  of  immigration  is  explosive,  playing  into  white  America's  deepest  anxieties  about 
race.  Border  mafias  exploit  those  who  want  to  immigrate;  well-entrenched  interest  groups 
exploit  those  who  succeed;  anti-immigration  activists  protest  vociferously;  the  INS  plays  cat-and- 
mouse  in  the  middle;  State  Governors  bring  suit  against  the  federal  government,  and  all  this  over 
what?   Over  a  population  issue. 

Please  understand  that  the  current  state  of  affairs  along  our  southern  border  is  an  improvement 
over  what  might  have  been!  Timely  investments  in  family  planning  were  made,  by  both  the  US 
and  Mexican  governments,  and  by  Non-Governmental  Organizations  (NGOs).  Mexico  achieved 
a  very  rapid  decline  in  its  rate  of  growth,  from  3.5%  per  year  in  1974  to  2.2%  per  year  today. 
However,  the  population  of  Mexico  even  at  today's  lower  rates  of  growth,  is  still  set  to  double 
by  the  year  2025. 

The  NSC  cited  rapid  population  growth  in  the  Middle  East  as  a  major  impediment  to  achieving 
a  lasting  peace  in  that  area-to  the  detriment  of  US  interests.  (It  is  worth  noting  that  today 
population  growth  rates  in  Gaza  and  the  West  Bank  are  some  of  the  highest  in  the  world).  The 
NSC  identified  eight  then-recent  wars,  including  the  El  Salvador-Honduras  war  of  1969,  the 
Nigerian  civil  war,  and  the  India-Pakistan-Bangladesh  war  of  1970-71,  in  which  population 
growth  or  movement  was  a  major  precipitating  factor,  and  civil  wars  or  massacres  in  Indonesia, 
Sri  Lanka,  Uganda,  Burundi  and  Rwanda  in  which  population  played  some  role.*^ 

B.    HUMANITARIAN  DISASTERS  ARE  INCREASINGLY  COSTLY  FOR  THE  US 

The  US  does  and  will  continue  to  pay  dearly  for  such  wars  and  humanitarian  disasters:  our 
spending  on  emergency  relief  operations  has  increased  eight-fold  over  the  last  decade:  from 
under  $200  million  dollars  in  1984  to  more  than  $1.6  billion  today.  As  you  know,  an 
emergency  supplemental  of  $2. 1  billion  was  needed  to  cover  last  year's  interventions  in  Somalia, 
Haiti  and  Rwanda.  Meanwhile,  our  investments  in  the  types  of  assistance  for  health,  child 
survival,  environmental  protection  and  population  stabilization  that  could  prevent  some  of  these 
costly  disasters  have  also  increased,  but  at  most,  only  by  a  factor  of  two.  Spending  in  one 
category,  education,  has  stagnated. 
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C.  PREVENTIVE  SPENDING  IS  A  SMALL  PROPORTION  OF  OVERALL  SECURITY 
SPENDING 

In  terms  of  our  national  security  budget  we  spend  over  six  dollars  on  military  and  political 
security  overseas  (most  of  which  on  military  intelligence)  for  every  dollar  that  we  spend  on 
development  assistance  of  all  kinds  which  could  operate  as  crisis-prevention^.  If  we  were 
to  include  moneys  appropriated  every  year  for  the  INS  and  the  coast  guard,  for  their  attempts 
exclude  mounting  numbers  of  illegal  entrants  to  the  United  States,  the  ratio  would  be  much 
worse  than  six  to  one.  If  we  include  peacekeeping  operations  and  humanitarian  crisis 
interventions,  our  preventive  spending  is  completely  dwarfed. 

D.  AND  YET  IT  IS  TREMENDOUSLY  EFFECTIVE 

Despite  the  relatively  tiny  amounts  that  we  spend  on  crisis-prevention,  also  known  as  sustainable 
development,  it  has  proved  to  be  remarkably  effective.  Population  programs  have  been 
particularly  successful: 

■  50  million  couples  worldwide  now  use  family  planning,  thanks  to  USAID's  population 
programs.  This  is  really  making  a  major  difference  worldwide. 

■  In  the  28  largest  recipient  countries  of  USAID  funds,  the  average  number  of  children  per 
family  has  dropped  from  6.1  in  the  1960s  to  4.2  today,  a  decline  of  nearly  one  third. 

■  Countless  maternal  deaths  and  injuries  have  been  averted,  by  preventing  the  pregnancies  that 
would  have  given  rise  to  them.  For  every  thousand  births,  about  four  women  die. 

■  The  proportion  of  couples  that  use  a  family  planning  method  has  risen  from  about  nine  percent 
in  the  1960s  to  over  fifty  percent  today  ~  this  is  the  result  of  combined  efforts  by:  USAID,  other 
donor  nations,  recipient  governments  and  multilateral  agencies  of  the  UN  system. 

■  Since  the  first  UN  conference  on  population  in  1974,  the  global  rate  of  population  increase 
has  declined  by  twenty  per  cent.  Had  it  continued  unchanged,  there  would  be  400  million  more 
people  in  the  world  than  we  currently  have  ~  that's  equivalent  to  the  entire  population  of  South 
and  Central  America. 

■  Several  countries  have  graduated  from  the  assistance,  with  fully-fledged  domestic  population 
programs;  Tunisia  is  a  particularly  good  example  of  a  "graduating"  country.  It  now  has  the 
lowest  population  growth  rate  of  any  North  African  country,  including  Egypt.  The  government 
works  well  with  non-governmental  organizations  that  support  women's  interests,  which  is  partly 
what  has  allowed  it  to  be  so  successful.  USAID  helped  Tunisia  to  build  a  strong,  sustainable 
population  program,  which  is  now  ready  to  do  without  US  assistance. 

This  slowing  in  population  growth  has  been  accompanied  by  rapid  declines  in  infant  mortality; 
just  over  the  last  eight  years  there  has  been  a  10  percent  reduction  in  infant  mortality  world 
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wide.  This  factor  is  now  widely  understood  to  be  critical  to  parents'  decisions  to  limit  their 
family  size.  US  contributions  to  UNICEF,  as  well  as  bilateral  programs  out  of  USAID,  have 
played  an  important  role. 

Interventions  by  the  United  Nations  Population  Fund  (UNFPA)  have  been  central  to  these 
successes  as  well.  UNFPA  does  research,  and  outreach  to  governments,  explaining  the  benefits 
of  comprehensive  programs  to  stabilize  population.  It  also  distributes  funds  for  program 
implementation.  UNFPA  works  in  many  countries,  like  India,  where  the  United  States  has  very 
little  bilateral  involvement.  Every  US  dollar  for  the  UNFPA  is  matched  by  $9  dollars  from  other 
UN  member  nations. 


m.  SIGNIFICANT  PROGRESS  HAS  BEEN  MADE  IN  LONG-SOUGHT  REFORMS 
-IT'S  A  WHOLE  NEW  BALL  GAME  AT  AID  AND  EVEN  THE  MDBs 

A.  USAID  IS  A  VERY  DIFFERENT  PLACE  THAN  IT  WAS  A  FEW  YEARS  AGO 

Up  until  the  beginning  of  the  1990's,  National  Wildlife  Federation  was  not  a  fan  of  USAID,  for 
reasons  which  I  will  explain.  However,  as  NWF  started  to  be  active  in  the  area  of  population 
it  became  plain  that  USAID's  work  on  population  was  crucial  and  needed  to  be  supported.  The 
remarkable  work  of  Brian  Atwood,  Administrator  of  AID,  in  bringing  to  fruition  a  series  of 
fundamental  reforms  in  AID's  philosophy  and  operational  efficiency  has  radically  changed  our 
attitude  to  the  Agency.  Now  AID's  development  assistance  programs  are  consciously  built 
around  a  sustainable  development  strategy:  broad-based  economic  growth;  stabilization  of  world 
population;  protection  of  the  global  environment  and  support  for  democratic  participation. 
USAID  is  in  the  best  position  in  its  entire  history  to  fulfill  its  potential  to  promote  our  nation's 
long-term  national  security  interests  ~  peace,  economic  and  environmental  stability,  and 
enduring  democracies. 

As  you  may  know,  Mr.  Chairman,  the  picture  was  very  different  some  years  ago.  In  the  1970s, 
environmental  groups  strongly  criticized  several  USAID-sjKtnsored  development  programs, 
which  concentrated  on  large  centrally-funded  projects  such  as  highways,  dams  and  ports.  These 
were  routinely  carried  out  without  analysis  of  the  environmental  and  social  impacts,  and  without 
consulting  local  affected  groups;  this  would  not  have  been  allowed  had  the  projects  taken  place 
in  our  own  country.  The  agency  used  to  finance  exports  of  deadly  pesticides,  banned  for  use 
here;  these  were  often  used  in  agriculture  schemes  that  failed  anyway,  for  lack  of  understanding 
of  the  local  ecology.  Projects  were  often  constructed  in  pristine  tropical  forests,  without  concern 
for  the  consequences  to  biological  and  genetic  resources.  AID  helped  fund  large  dams  which 
spawned  debilitating  water-bom  diseases,  inundated  rich  river-bottom  farmland,  and  ousted 
millions  of  poor  people  making  them  destitute.  In  some  of  these  cases,  renewable  energy  sources 
could  have  been  viable  alternatives. 
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In  short,  we  were  "helping"  developing  countries,  but  ignoring  the  very  forests,  agricultural 
soils,  water  resources  and  biological  riches  that  could  form  the  base  of  long-term  economic 
development.' 

The  good  news  is  that  those  days  are  gone.  USAID  has  been  at  the  forefront  of  environmental 
reforms  since  the  early  1980s,  and  has  more  recently  focussed  efforts  on  support  of  local 
organizations  and  civil  society.  They  emphasize  the  empowerment  of  women,  getting  micro- 
credit to  small  entrepreneurs  and  programs  to  ensure  child  survival.  Much  of  their  work  in  the 
field  is  carried  out  by  NGOs  under  grants  and  cooperative  agreements.  Their  concept  of 
development  now  makes  sense  and  has  a  serious  chance  to  be  successful. 

In  addition  to  these  reforms  USAID  has  recently  undertaken  sweeping  improvements  in 
administrative  efficiency,  including  cutting  back  staff,  streamlining  agency  structure,  closing 
missions  and  simplifying  procedures. 

B.  HOW  TO  ALLOCATE  OUR  DEVELOPMENT  DOLLARS  MOST  EFFECTIVELY 

Some  advocates  think  our  aid  programs  should  concentrate  exclusively  on  export  assistance  and 
trade  development.  We  strongly  disagree.  In  our  experience,  a  more  balanced  approach,  with 
a  focus  on  human  resources  development,  family  planning,  environmental  and  natural  resources 
management  and  equitable  public  participation  can  lead  to  improved  quality  of  life  and  increased 
incomes.  This  should  lead  to  a  significant  payoff  later,  in  terms  of  new  markets  for  U.S.  goods 
and  services.  But  the  reverse  is  not  necessarily  true.  Private  investment  and  growth  in  GNP, 
without  attention  to  spreading  out  the  benefits  among  the  population,  has  not  led  to  development 
gains.  This  is  the  essence  of  the  discredited  "trickle  down"  theory.  By  contrast,  during  their 
structural  adjustment  phase,  the  fast  growing  "newly  industrializing  countries"  of  Asia  have  been 
characterized  by  overt  government  interventions  in  the  form  of  widely  available  education  and 
targeted  programs  for  poverty  alleviation.'  Several  of  them  also  seem  to  have  smaller  gaps 
between  rich  and  poor  than  other  regions. 

Even  development  assistance  delivered  und^r  less  than  optimal  conditions,  and  through  the 
flawed  programs  of  the  last  30  years,  has  resulted  in  significant  later  business  opportunities  in 
a  number  of  countries.  In  fact  four  countries,  Korea,  Colombia,  Thailand  and  Chile  import 
every  year  U.S.  goods  worth  more  than  all  the  development  aid  we  gave  them  since  1961. 

In  January,  Mr.  Chairman,  your  Subcommittee  heard  some  very  provocative  testimony  from 
Linda  Powers,  Vice  President  of  Enron  Development  Corporation  about  the  investments  it  was 
making  in  a  number  of  developing  countries.  We  agree  that  significant  benefits  are  accruing  both 
to  the  U.S.  investors  and  the  economies  of  the  countries  from  this  work.  Some  may  have 
interpreted  this  as  evidence  that  our  nation  would  reap  more  benefit  from  assisting  such 
investments  than  from  supporting  broadbased  economic  growth,  including  human  resources 
development,  and  environmental  management,  and  that  we  should  scrap  existing  programs.  On 
the  contrary,  trade  and  investment  opportunities  do  not  pop  up  from  nowhere,  they  stand  on  a 
foundation  of  development  assistance.  The  Enron  story  is  exactly  the  outcome  one  would  hope 
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for  as  a  result  of  the  years  of  AID-supported  programs  in  Uganda,  Mozambique,  Colombia,  the 
Dominican  Republic,  and  India,  where  Enron  and  others  are  now  investing.  It  was  on  this 
foundation  that  Enron  was  able  to  build.  Private  investment  alone  cannot  provide  the  foundation, 
but  business  can  benefit  from  the  basic  development  work  AID  supports. 

Uganda,  in  particular,  is  one  of  several  countries  where  foreign  investment  is  now  beginning  to 
flow,  as  a  result  of  years  of  development  work,  mostly  carried  out  by  NGOs  and  supported  by 
AID  and  others.  The  Newly  Independent  States  of  the  former  Soviet  Union  will  be  examples  in 
the  future. 

Other  success  stories  include— 

1 .  US  AID  has  invested  in  renewable  energy  projects  in  many  countries,  including  a  power  plant 
in  Costa  Rica  that  generates  power  from  previously  wasted  sugar  cane  residue. 

2.  US  AID  is  supporting  a  national  environmental  program  in  Madagascar  where  deforestation 
has  stunted  the  country's  growth.  The  plan  aims  to  improve  the  management  of  forests  and  parks 
and  increase  the  economic  opportunities  for  the  nearby  communities  at  the  same  time.  The  plan 
focusses  on  deforestation,  soil  erosion,  agricultural  improvements  and  conservation  of 
biodiversity;  the  local  villagers  are  involved  in  the  project.  Already  illegal  wood  cutting  and  soil 
erosion  have  been  reduced. 

3.  In  Kenya,  where  USAID  is  the  largest  single  donor  to  the  national  family  planning  program, 
fertility  rates  are  dropping  sharply,  from  8.1  in  1977  to  6.3  in  1994. 

4.  USAID  is  successfully  promoting  the  rule  of  law  in  Latin  America,  working  in  El  Salvador, 
Honduras,  Bolivia  and  Argentina  to  professionalize  the  judiciary,  and  making  courts  more 
accessible  to  the  public.  As  a  result  of  the  program  in  Panama,  recent  elections  were  fair  and 
police  are  better  trained  and  under  civilian  control. 

C.  THE  MULTILATERAL  DEVELOPMENT  BANKS  ARE  MOVING  IN  THE  RIGHT 
DIRECTION 

1.  WHERE  THEY  CAME  FROM 

Mr.  Chairman,  you  may  know  that  National  Wildlife  Federation  has  been  a  severe  critic  of  the 
multilateral  development  banks  (MDBs)  for  many  years.  In  fact,  our  organization,  with  two 
others,  co-founded  the  citizens  campaign  to  reform  them  in  1983.  We  have  testified  (and 
sometimes  arranged  for  witnesses  from  the  affected  countries)  before  the  Congress  many  times, 
including  this  Sub-Committee.  We  have  detailed  severe  negative  social  and  environmental 
impacts  of  MDB  operations;  we  have  exposed  management  failures.'"  NWF  devoted  significant 
amounts  of  our  scarce  resources  to  researching  projects  and  their  impacts  on  the  borrowing 
countries.  We  built  networks  and  partnerships  with  non-governmental  organizations  in  affected 
countries,  and  interviewed  people  in  the  path  of  ill-designed  projects  such  as  highways  and 
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dams.  We  watched  with  sadness  when  badly  thought  out  plans  to  colonize  pristine  tropical 
forests  backfired  as  predicted  in  Indonesia  and  Brazil.  In  the  Brazil  case,  a  sign  of  failure  to 
control  deforestation  has  been  the  rise,  every  dry  season,  of  palls  of  smoke  so  thick,  from 
burning  trees,  as  to  ground  air  traffic  for  weeks.  (But,  sadly,  the  grid-pattern  farm  plots  deeded 
to  hopeful  landless  families  were  not  ecologically  sustainable,  so  after  all  that  destruction,  the 
colonists  abandoned  them  anyway,  moving  back  to  the  urban  slums.) 

The  banks  have  been  accused  of  making  the  poor  in  developing  countries  even  worse  off,  with 
misguided  economic  advice;  this  included  urging  many  tropical  nations  to  grow  and  export  more 
of  the  same  cash  crops,  which  depressed  world  market  prices.  In  addition,  many  non- 
governmental groups  around  the  world  have  criticized  the  World  Bank,  along  with  the  IMF,  for 
mistakes  in  their  responses  to  the  oil  price  rise  crisis  of  the  1970s,  and  the  Third  World  Debt 
crisis  of  the  1980s.  The  Fund  and  Bank  assumed  these  were  crises  of  liquidity,  but  they  were 
in  fact  long-term  failures  of  solvency. 

Until  a  few  years  ago,  the  Fund  and  the  Bank  promoted  a  version  of  economic  stabilization  and 
structural  adjustment  programs  (SAPs)  which  focussed  on  important  macroeconomic  policy 
changes  (inflation,  exchange  rates,  government  expenditures  and  budget  deficits,  extent  of 
government  controls  of  private  enterprise)  but  forgot  about  the  real  world  where  people  live. 
The  macroeconomic  programs  are  necessary,  but  not  sufficient,  to  put  the  poorest  countries  on 
a  path  to  development.  As  implemented,  most  SAPs,  especially  those  designed  before  the  early 
1990s,  not  only  ignored,  but  exacerbated,  the  impacts  on  the  poor,  especially  women  and 
children.  This  often  was  the  product  of  Bank/Fund  demands  to  cut  government  expenditures 
which  resulted  in  reduced  health  care,  education  and  other  social  programs."  Fund  and  Bank 
adjustment  programs  also  have  had  negative  impacts  on  the  environment  in  some  countries.  This 
was  a  result  of  at  least  two  phenomena:  1)  increasing  poverty  and  unemployment  as 
macroeconomic  adjustment  was  pursued,  which  forced  people  to  rely  more  heavily  on  land 
unsuitable  for  farming  or  wood  harvests,  and  2)  budget  cuts  in  already  weak  natural  resource 
management  agencies.'^ 

Just  as  damaging,  the  Fund  and  the  Bank  ('.rastically  underestimated  the  perhaps  20  years  it  is 
taking  many  countries  to  work  their  way  out  of  their  economic  troughs.  No  nation  can  afford 
to  ignore  the  education  of  its  younger  generation,  or  the  care  of  its  natural  resources,  until  the 
economy  reaches  some  future  state  of  desired  growth,  which  may  be  decades  away.  It  is  now 
understood  by  many  experts  that  SAPs  must  be  formulated  so  as  to  encourage  conservation  of 
both  natural  resources  and  the  basic  needs  of  people,  especially  children. 

2.   WHERE  THEY  ARE  GOING  NOW 

But  there  is  good  news  here  too,  just  as  with  the  conversion  of  USAID.  The  MDBs,  thanks  in 
great  part  to  pressure  brought  to  bear  by  members  of  the  U.S.  Congress,  have  come  a  long  way. 
The  World  Bank  has  made  a  number  of  important  changes  in  its  concept  of  structural 
adjustment,  paying  more  attention  to  long-term  development  needs  and  not  just  short-term 
macro-economic  indicators.  More  changes  are  on  the  way,  if  the  U.S.  Treasury  prevails  in  its 
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goals  in  the  negotiations  for  IDA  11,  (the  eleventh  replenishment  of  the  International 
Development  Association,  the  "soft- loan"  window  of  the  World  Bank).  Thus  if  U.S.  leadership, 
and  funding  contribution  levels,  are  maintained  within  the  World  Bank  and  other  MDBs,  we 
expect  the  reform  track,  started  in  the  1980's  to  continue. 

Most  of  the  MDBs  have  new  policies  in  place  calling  for  the  sensible  management  of  the  key 
natural  resources  of  forests,  water,  energy.  They  routinely  require  preparation  of  environmental 
impact  statements  to  avoid  repeating  the  mistakes  of  the  past,  which  in  some  cases  led  to  not  just 
environmental  problems,  but  economic  losses  as  well,  because  of  ignorance  of  the  way 
ecosystems  function.  They  have  changed  the  emphasis  of  many  of  their  projects,  with  much 
more  orientation  toward  education  and  training;  they  all  have  hired  environmental  experts  and 
social  scientists  to  enable  them  to  work  closer  with  local  authorities  and  non-governmental 
groups. 

Most  important,  the  World  Bank,  and  soon  followed  by  the  Inter-American  and  Asian 
Development  Banks,  recentiy  put  into  place  three  reforms  which  we  hope  will  have  the  effect 
of  bringing  an  element  of  democracy,  accountability  and  fairness  to  bank-funded  operations. 
These  are  1)  a  more  open  policy  on  access  to  information,  so  the  local  people  can  find  out  about 
projects  in  the  planning  phase  and  prepare  their  own  views;  2)  establishment  of  an  appeals 
mechanism,  (the  World  Bank's  version  is  called  the  Independent  Inspection  Panel),  to  which 
affected  people  can  bring  complaints  about  failure  to  follow  the  new  bank  policies  and 
procedures;  and  3)  a  "participation  action  plan"  which  will  encourage  staff  routinely  to  involve 
local  groups,  including  people  affected  by  projects,  and  local  governments,  in  project  planning, 
design  and  implementation. 

Finally,  U.S.  prodding  over  several  years  has  resulted  in  improved  administrative  efficiency  and 
significant  cost  cutting  controls. 

3.  FURTHER  REFORMS  DEPEIvfP  ON  CONTINUED  U.S.  SUPPORT.  NOT  RKTECTION 

These  reforms  are  all  in  process,  none  is  complete,  and  none  is  perfect.  Some  people,  in  both 
the  borrowing  and  donor  countries,  are  saying  the  banks  have  not  yet  proven  worthy  of  support. 
But  when  I  think  back  to  how  they  were  operating  12  years  ago,  I  see  enormous  change  in  the 
right  direction.  This  is  a  time  of  serious  intellectual  ferment  within  the  World  Bank,  with  some 
well-motivated  staff  learning  from  past  mistakes  and  proposing  significant  alterations  in  Bank 
operations.  New  ideas  are  being  tried,  regarding  everything  from  how  they  interact  witii 
governments  and  groups  of  local  people,  to  their  project  analysis  procedure;  from  how  they 
monitor  project  progress  and  judge  success,  to  what  sort  of  development  strategies  to  support. 
A  new  president  has  just  been  nominated  by  the  U.S.  administration  to  head  the  World  Bank, 
a  man  who  combines  a  financial  background  with  a  deep  concern  for  both  environmental 
conservation  and  ending  poverty. 

This  is  a  time  when  the  United  States  should  show  its  support  for  the  MDBs  which  are  in  the 
process  of  rebuilding  themselves.  The  institutions  are  at  last  trying  to  do  what  our  nation  has 
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been  asking  them  to  do.  The  World  Bank  has  a  new  leader  committed  to  leading  it  into  the  next 
century.  This  is  not  the  time  for  the  United  States  to  abandon  our  own  1944  Bretton  Woods 
creation. 

4.  THE  INTERNATIONAL  DEVELOPMENT  ASSOCIATION  (WM 

The  focus  of  discontent  with  the  World  Bank,  for  both  NGO  critics  seeking  reforms,  and  those 
arguing  that  the  U.S.  should  simply  withdraw  from  such  multilateral  institutions  altogether,  has 
been  IDA.  Created  in  1960  to  grant  no-interest  loans  to  countries  not  eligible  for  regular  World 
Bank  fiinds,  IDA  now  lends  only  to  those  countries  with  per  capita  annual  income  under  $800. 
The  IDA  staff  is  shared  with  the  World  Bank,  and  the  governing  policies  and  procedures  are  the 
same. 

A  charitable  view  would  be  that  because  IDA  deals  with  the  very  poorest  of  countries,  those 
with  the  most  obstinate  of  economic  and  social  problems,  and  often  the  worst  governments,  it 
has  been  hard  for  IDA  to  show  much  progress  over  the  years.  Critics  argue  that  the  policies 
advocated  by  the  Bank,  particularly  the  older  forms  of  structural  adjustment,  were  simply  not 
appropriate  to  these  very  poor  countries.  Some  advocates  are  seeking  the  separation  of  IDA  from 
the  rest  of  the  Bank."  At  the  very  least,  it  is  clear  that  the  reforms  described  above,  and 
more,  are  required  for  IDA  to  prove  that  its  programs  will  actually  help  the  poorest  nations 
move  toward  development  of  any  kind,  much  less  development  that  reduces  poverty,  promotes 
demographic  stability  and  prevents  serious  degradation  of  essential  natural  resources. 

As  discussed  above,  the  World  Bank,  with  U.S.  backing,  and  even  pressure,  has  been  preaching 
structural  adjustment  for  a  decade  and  a  half.  As  a  consequence,  under  the  Bank's  tutelage,  and 
with  the  carrot  of  IDA  SAP  loans,  many  African  countries  are  making  needed  structural  changes 
in  their  economies.  This  has  been  a  brutal  process,  often  politically  destabilizing;  and  it 
continues  to  be  extremely  painful  even  with  the  Bank's  new  understanding  of  social  and 
environmental  impacts.  The  Bank's  critics,  including  NWF,  maintain  we  would  do  it  differently, 
but  many  of  us  know  that  the  old  economic  policies  had  to  change.  And  so  do  the  majority  of 
the  sub-Saharan  African  countries;  thus  many  of  them  are  part  way  through  the  process. 

How  much  more  brutal  it  would  be  to  cut  off  our  funding  support  of  the  IDA  programs, 
depriving  these  countries  of  their  principal  source  of  foreign  exchange,  just  as  they  are  in  the 
midst  of  the  hardest  part  of  the  reforms  that  we  have  urged  them  to  make.  It  would  indeed  be 
criminal  to  abandon  them  in  the  middle. 

So  while  IDA'S  history  has  provoked  protests  and  rage  among  many  critics,  the  institution  is 
essential  to  continued  economic,  as  well  as  sustainable  development,  reforms  in  a  large  part  of 
the  developing  world. 

5.  THE  INTERNATIONAL  FINANCE  CORPORATION 

The  IFC  is  the  part  of  the  World  Bank  Group  that  works  with  the  private  sector.  It  has  been 
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slower  than  the  IBRD  and  IDA  to  recognize  that  since  it  uses  public  moneys  it,  too,  has  an 
obligation  to  support  sustainable  development.  Since  it  argues  that  it  does  not  seek  out  projects 
to  fund  but  passively  receives  applications,  it  refuses  to  look  into  reasonable  alternatives  to 
proposals.  It  has  not  yet  convincingly  explained  why  it  cannot  achieve  an  acceptable  level  of 
timely  public  disclosure  of  key  environmental  information  on  the  projects  it  finances.  (We 
always  thought  open  competition  was  the  essence  of  a  successful  private  sector.) 

On  the  other  hand,  the  IPC  has  made  some  significant  improvements  in  its  information 
disclosure  procedures,  and  we  continue  to  work  with  the  staff  on  further  modifications.  On  a 
brighter  note,  it  is  developing  some  innovative  ideas  for  special  investment  funds  to  support 
renewable  energy  sources  and  efficiency  improvement  projects  and  biodiversity  prospecting.  It 
has  also  increased  its  environmental  staff  and  is  training  existing  staff  to  recognize  and  manage 
significant  environmental  and  social  impacts. 

6.  THE  INTER-AMERICAN  AND  ASIAN  DEVELOPMENT  BANKS 

The  transformations  of  the  IDB  and  ADB  are  still  in  process.  The  IDB  is  substantially  ahead  of 
the  ADB,  and  much  of  the  change  can  be  attributed  to  the  leadership  of  its  president,  Enrique 
Iglesias.  The  new  president  of  the  ADB,  Mitsuo  Sato,  has  made  several  encouraging  moves,  in 
the  areas  of  personnel,  administrative  efficiency  and  new  guidelines  and  policies  to  involve  the 
local  public.  In  some  respects  both  banks  have  responded  more  fully  to  local  concerns  than  the 
World  Bank  because  they  are  more  closely  attuned  to  the  conditions  of  their  respective  regions. 

The  IDB  is  fully  engaged  in  supporting  important  initiatives  to  reduce  destruction  of  tropical 
forests  and  biodiversity;  and  it  has  announced  plans  to  significantly  increase  its  lending  for 
human  resources  development.  It  has  also  funded  several  forward-looking  programs  to  assist 
indigenous  peoples  and  non-governmental  organizations  to  become  more  effective  and  efficient. 

7.  THE  NORTH  AMERICAN  DEVELOPMENT  BANK  (NADBANK) 

The  NADBank  was  created  in  conjunction  with  the  Border  Environment  Cooperation 
Commission  during  the  NAFTA  negotiations.  The  Bank  will  finance  environmental  projects  in 
the  long-neglected  U.S. -Mexico  border  region,  with  priority  given  to  projects  for  sanitary 
housing,  wastewater  treatment,  safe  drinking  water  and  solid  waste  planning. 

The  NADBank,  opened  recently  by  manager  Alfredo  Phillips  Olmedo,  is  still  at  the  institution- 
building  stage  and  would  benefit  from  increased  public  access  to  its  operations.  Nevertheless, 
it  promises  to  become  an  innovative  model  for  international  financing  of  environmental 
infrastructure  projects  driven  by  public  participation  at  the  grassroots  level.  If  the  United  States 
were  to  reduce  funding  for  the  NADBank,  it  would  be  rescinding  its  commitment  to  address  the 
extreme  environmental  problems  that  have  plagued  the  border  region  for  many  years. 


14 


487 


8.         MAINTAINING  U.S.  LEADERSHIP  IN  THE  MDBS  IS  IN  OUR  NATIONAL 
INTEREST 

In  considering  the  slow  pace  of  change  at  the  World  Bank,  and  particularly  the  IFC,  some  see 
the  glass  as  half  empty;  I  see  it  in  context  of  12  years  of  change,  and  to  me  it's  definitely  half 
full.  But  in  a  way  it  doesn't  matter  how  you  see  it,  the  level  in  the  glass  is  the  same  ~  it's  right 
in  the  middle.  What  matters  is  how  it  moves.  And  that  depends  on  you.  Drastic  cuts  in  our 
national  support  for  these  institutions,  after  they  have  made  changes  in  their  operations  and 
procedures  at  our  request,  will  make  it  harder  to  convince  them  to  move  farther.  And  the 
consequences  are  not  broadly  shared:  for  example,  cuts  in  our  IDA  contribution  fall  directly  on 
the  poorest  countries. 

Moreover,  each  nation's  voting  share  in  the  MDBs  is  based  on  the  size  of  its  financial 
contribution.  Unless  the  U.S.  maintains  its  relative  funding  level,  our  nation  will  lose  influence 
over  these  institutions  which  would  most  likely  live  on  anyway,  with  or  without  us.  Whether  or 
not  the  U.S.  continues  to  contribute,  our  accumulated  pledges  of  "callable  capital"  over  the  years 
now  amount  to  many  billions  of  dollars.  It  would  be  in  our  national  interest  to  maintain  our  lead 
role  in  the  institutions  to  ensure  that  MDB  policies  successfully  assist  borrowers  to  achieve 
sustainable  development  --  if  only  to  enable  loans  to  be  repaid.  This  is  essential  to  protect  our 
taxpayers  from  calls  on  the  outstanding  pledges. 

In  addition,  the  MDBs  will  continue  to  affect  the  international  economic  climate  in  which  U.S. 
firms  must  operate  in  foreign  investment  and  trade.  So  on  top  of  NWF's  desire  to  maintain 
momentum  for  the  sustainable  development  reforms,  we  believe  it  is  in  our  nation's  economic 
interest  to  remain  at  the  helm  of  these  influential  institutions. 


IV.  THE  US  RANKED  CLOSE  TO  LAST  IN  DEVELOPMENT  AID  AMONG  DONOR 
NATIONS 

Proportional  to  our  Gross  National  Product,  we  spend  less  on  official  development  assistance 
(ODA)  than  most  other  industrialized  nations.  For  the  period  1989-1991  we  fell  into  the  same 
bottom-rung  category  of  aid  expenditures  per  unit  of  gross  national  product  as  Spain  and  Ireland, 
countries  not  noted  particularly  for  their  wealth  and  world  leadership.  We  ranked  below  Italy, 
Portugal  and  New  Zealand". 

A.  IS  THAT  BECAUSE  OF  OUR  EXCESSIVE  MILITARY  EXPENDITURES? 

1  am  aware  that  this  subcommittee  only  has  jurisdiction  over  a  fraction  of  the  total  US  budget 
for  international  security,  but  it  is  a  fraction  that  amounts,  in  this  year's  Presidential  request,  to 
$6  Billion.  Part  of  that  subsidizes  the  exports  of  military  equipment  to  certain  allies  through 
Foreign  Military  Financing. 
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The  US  currently  spends  "almost  as  much  on  defense  as  the  rest  of  the  world  combined,  and 
four  times  more  than  any  other  nation  in  the  world",  in  the  words  of  a  former  assistant  secretary 
of  defense  to  the  Reagan  Administration".  This  means  that  even  at  current  levels  of  spending, 
alleged  to  be  so  dangerously  inadequate,  we  are  outspending  our  closest  potential  rival  by  a 
factor  of  four. 

We  contend  that  the  presumed  need  to  fight  two  major,  simultaneous  regional  wars  is  simply  not 
justified  in  today's  world.  Maintaining  a  military  apparatus  tuned  to  such  an  excessive  pitch  is 
to  miss  the  vital  opportunity  that  the  US  is  now  being  offered,  to  address  root  causes  of 
instability  and  conflict  in  the  world. 

B.  IT  IS  NOT  WISE  TO  SQUEEZE  THE  PROGRAMS  THAT  ADDRESS  RISKS  WHICH 
CERTAINLY  THREATEN  OUR  NATIONAL  SECURFIT 

Unfortunately,  we  now  know  for  certain  that  security  risks  are  increasing  in  the  areas  of 
population  growtli,  water  and  other  natural  resource  scarcity,  and  desperate  poverty. 

These  can  be  remedied  for  a  fraction  of  the  cost  of  a  single,  minor  regional  war,  and  might  help 
to  prevent  that  war  into  the  bargain. 

Three  United  Nations  agencies  (UNFPA,  UNICEF,  and  UNDP)  have  prepared  cost  estimates 
to  provide  basic  human  needs  for  the  world's  poor.  In  some  cases  the  cost  estimates  are  detailed 
enough  to  be  allocated  by  each  nation's  ability  to  pay,  based  on  GNP  (this  is  the  case  with 
population  programs). 

You  have  the  power  to  make  a  real  difference  to  all  of  humanity,  including  future  generations 
of  US  citizens.  By  reducing  military  expenditures,  and  increasing  spending  on  preventive 
security  measures,  you  can: 

Ensure  stable,  friendly  trading  partners  for  America  in  the  future. 

Prevent  costly  environmental  disasters,  political  strife,  and  economic  disruption. 

Develop  the  human  infrastructure  needed  for  democracy  and  free  market  reforms  to  take 
hold. 

Help  to  reduce  the  deficit;  free  up  needed  resources  for  investment. 

Save  people's  lives. 


V.  SPECIFIC  APPROPRIATIONS  RECOMMENDATIONS 

A.    BILATERAL  PROGRAMS 

1 .  US  AID  ~  We  support  the  Development  Assistance  account  at  the  fiill  Administration  request 
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of  $1 .3  billion,  the  Development  Fund  for  Africa  at  tlie  requested  level  of  $802  million  and  the 
Microenterprise  program  account  at  the  requested  level  of  $14.5  million.  These  are  the  AID 
programs  that  conform  to  our  understanding  of  sustainable  development.  Many  of  the  field 
programs  are  run  by  reliable  and  efficient  NGOs,  and  the  Administration  plans  to  increase  the 
proportion  of  assistance  delivered  in  this  way. 

The  three  programs  together  total  $  2.116  billion,  which  is  less  than  what  Americans  spent 
on  adult  movies  last  year. 

Within  these  categories,  we  specifically  request  $580  million  be  allocated  for  population 
activities. 

Priority  should  be  given  to  countries  which  have  demonstrated  a  commitment  to  the  rule  of  law 
and  to  policies  which  promote  broadbased  economic  growth  and  participatory  development; 
among  these,  priority  should  be  given  to  low  income  countries. 

Within  other  programs,  such  as  assistance  to  Eastern  Europe  and  the  Newly  Independent  States, 
priority  should  be  given  to  that  portion  of  the  funding  which  supports  the  4  pillars  of  sustainable 
development,  as  defined  in  the  introduction. 

2.  FOUNDATIONS  ~  We  support  full  funding  of  the  President's  request  for  the  InterAmerican 
Foundation  of  $31.7  million;  arid 

~  Full  funding  of  the  President's  request  for  the  African  Development  Foundation 
of  $17.5  million. 

~  We  also  hope  you  will  recommend  continued  funding  of  Appropriate 
Technology  International  at  last  year's  level  of  $4.5  million. 

These  three  organizations  embody  some  of  the  best  sustainable  development  work  and  theory 
in  the  U.S.  assistance  system.  They  make  small  grants  to  community  groups,  women's  projects, 
farmers'  organizations,  and  promote  small  business  enterprises.  Over  the  years  they  have  tested 
many  of  the  concepts  that  underlie  successful  development  work. 

3.  PEACE  CORPS  --  We  support  funding  at  the  level  of  the  President's  request. 
B.   MULTILATERAL  and  OTHER  INTERNATIONAL  PROGRAMS 

1.  UNFPA  -  For  all  the  reasons  given  in  section  II.  D  above,  we  urge  that  you  fully  fund  the 
President's  request  for  the  United  Nations  Population  Fund:   $55  million. 

2.  IDA  -  We  recommend  funding  at  a  level  that  ensures  full  funding  for  the  poorest  ("IDA 
only")  countries. 
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3.  INTER- AMERICAN  AND  ASIAN  DEVELOPMENT  BANKS  -  We  support  funding  at  a 
level  which  provides  for  sustainable  development  programs  and  resources  for  the  low  income 
countries. 

4.  Global  Environmental  Facility  --  at  the  request  of  a  number  of  member  governments  and 
NGOs  world  wide,  the  GEF  is  in  the  process  of  making  much  needed  reforms  in  its  management 
and  project  selection  procedures.  It  also  has  been  selected  as  the  interim  financing  mechanism 
for  both  the  Climate  Change  and  Biodiversity  Conventions.  For  these  reasons  we  fully  support 
the  President's  request  of  $110  million. 

5.  NADBank  ~  $56  million.  For  the  reasons  explained  above,  we  support  full  funding  at 
the  level  of  the  President's  request. 

6.  Fully  fund  the  President's  requests  for  the  following  items  in  the  International  Operations 
and  Programs  account: 

The  United  Nations  Environment  Program  --  $17  million. 
UNEP  has  been  instrumental  in  persuading  developing  countries  to  improve  their  own  capacity 
for  natural  resources  management  and  environmental  protection.  It  was  the  guiding  force  behind 
the  Biological  Diversity  Convention  and  serves  a  vital  role  as  the  Secretariat  of  the  Convention. 

UNICEF  --  $103  million. 
UNICEF  has  had  a  significant  impact  on  the  lives  of  millions  of  children,  with  low-cost,  modem 
nutrition  and  disease  prevention  techniques. 

United  Nations  Development  Program  —  $118  million. 
In  its  annual  Human  Development  Report.  UNDP  pioneered  the  Human  Development  Index,  a 
new  definition  of  progress  based  on  indicators  such  as  life  expectancy,  educational  attainment 
and  purchasing  power,  to  complement  traditional  economic  indices.   This  encouraged 
the  inclusion  of  people  at  the  center  of  development  planning. 

International  Union  for  the  Conservation  of  Nature  -  $2  million. 
In  a  separate  letter,  NWF  has  urged  its  strong  support  for  a  U.S.  contribution  to  lUCN  of  $2 
million.  This  amount  is  higher  than  the  President's  request,  but  we  feel  that  the  unique  structure 
and  role  of  lUCN  makes  it  a  very  effective  investment.'* 

Other  International  Organizations  and  programs  to  protect  the  Global  Environment  ~  $40 
million. 

A  number  of  very  inexpensive  programs  in  this  category  are  contributing  to  the  environmental 
security  of  the  United  States.  Ranging  from  continued  studies  to  monitor  the  potential  impact  of 
climate  change,  to  the  scientifically  well-founded  agreement  to  phase  out  ozone  depleting 
chemicals,  to  the  tiny  but  influential  World  Heritage  Fund,  these  small  sums  help  secure 
contributions  from  other  countries  and  smooth  the  way  to  important  international  treaties.  These 
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are  among  the  best  foreign  investments  the  United  States  can  make. 

C.  RECOMMENDATIONS  FOR  PROGRAMS  WHERE  CUTS  WOULD  BE 
APPROPRIATE 

We  understand  the  importance  of  reducing  the  budget  deficit,  and  agree  that  priorities 
must  be  selected.  As  we  have  stated,  we  believe  the  most  important  priorities  for  the  150 
account  are  to  assist  the  very  poorest  to  better  their  lives,  and  to  support  environmentally 
sustainable  development.  If  cuts  are  needed,  a  reduction  in  the  following  programs  can  be 
calculated  based  on  the  extent  to  which  they  support  neither  low  income  countries  nor 
sustainable  development  as  defined  above. 

Narcotics  Control:  The  Administration's  request  is  $213  million.  This  is  a  big  increase  of  $108 
million  over  FY  1995  ~  more  than  double.  After  many  years  of  effort,  the  effectiveness  of  these 
programs  is  not  clear. 

Middle  East  Peace  Process: 

Economic  Support  Funds  -  $2,494  billion  (up  $100  million  from  last  year) 

Foreign  Military  Financing  -  $3,262  billion  (up  $111  million      from  last  year) 

International  Military  Education  and  Training  -  $39.7  million     (up  $14.2  million  from 
last  year) 

Telecommunications,  construction,  nonsectoral  policy  reform  and  categories  designated 
as  "other"  in  both  the  development  assistance  and  ESF  accounts. 


Countries  which  have  not  demonstrated  a  commitment  to  broadbased  economic  growth  and 
participation,  such  as  Indonesia,  Nigeria  and  Somalia  should  not  receive  govemment-to- 
govemment  assistance. 

A  portion  of  IDA  loans,  this  fiscal  year  amounting  to  approximately  $3(X)  million,  goes  to 
"blend"  countries,  which  are  also  eligible  for  IBRD  funds.  This  should  be  a  lower  priority, 
since  the  IDA  program  is  not  yet  completely  dedicated  to  funding  sustainable  development. 

A  portion  of  MDB  programs  for  upper  middle  income  countries,  such  as  IBRD  and  IFC,  as  well 
as  ADB  and  IDB,  should  receive  lower  priority,  since  these  institutions  have  not  yet 
demonstrated  that  their  programs  support  only  sustainable  development. 
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l.The  Inter-American  Foundation,  the  African  Development  Foundation,  and  Appropriate 
Technology  International,  along  with  many  non-govemmental  organizations,  and  especially  the 
programs  that  focus  on  family  planning  and  women's  empowerment,  have  been  the  source  of 
most  learning  about  what  works  in  the  field.  These  small-scale  efforts  have  shown  the  way  and 
exposed  the  past  misdirection  of  the  bigger  programs.  The  success  of  these  people-oriented 
approaches  shows  that  there  is,  indeed,  light  at  the  end  of  the  tunnel  for  international 
development. 

2. Data  from  the  public  opinion  poll  Americans  and  Foreign  Aid:  A  Study  of  American  Public 
Attitudes,  of  the  Program  on  International  Policy  Attitudes  of  the  University  of  Maryland. 

3.  After  a  hiatus  of  three  years,  while  the  ameliorating  effects  of  the  Mount  Pinatubo  volcanic 
explosion  have  dissipated,  we  are  starting  to  see  the  evidence  of  global  wanning  return.  It  does 
not  look  to  be  a  benign  warming  of  the  colder  regions  of  the  planet,  as  some  dreamed;  it  seems 
to  be  characterized  by  violent  changes  in  rain,  flood,  drought,  monsoon  and  ocean  current 
patterns.  It  may  be  our  insurance  industry  that  feels  the  pinch  first,  then  our  finely  tuned 
agriculture  systems. 


4 .  Excerpted  from  President  Nixon's  Special  Message  to  the  Congress  on  Problems  of 
Population  Growth,  presented  on  July  18,  1969.  Reprinted  in  The  Life  and  Death  of  NSSM  200 
by  Stephen  Mumford. 

5 .  Excerpted  from  the  National  Security  Study  Memorandum  200.  reprinted  in  The  Life  and 
Death  of  NSSM  200  by  Stephen  Mumford. 

6 .  At  the  time  of  writing,  world  population  is  5.66  Billion,  with  an  estimated  95  million  people 
added  each  year.  Nine-tenths  of  this  increase  comes  in  the  developing  countries.  If  current  rates 
of  growth  continue  unchanged,  population  will  double  by  the  year  2038.  If  family  size  continues 
to  decline  at  the  same  rate  as  over  the  last  twenty  years.  The  United  Nations  projects  that 
population  will  stabilize  at  around  11.5  billion  people  in  the  middle  of  the  next  centiiry.  This 
presupposes  a  continued,  and  probably  an  increased  level  of  investment  in  population  programs, 
including:  women's  education,  economic  assistance  programs  targeted  at  women,  family 
planning  and  maternal  and  reproductive  health  care  services.  Population  growth  has  been 
compounded  by  rises  in  average  life  expectancy  in  most  of  the  globe.  This  makes  a  continued 
commitment  to  population  programs  absolutely  crucial  to  long-term  environmental  and  social 
stability,  human  health  and  well-being.  Population  programs  other  than  family  planning  will 
become  more  and  more  important  in  the  mix  as  the  unmet  need  for  contraceptives  is  satisfied. 
As  unwanted  pregnancies  are  increasingly  avoided,  education  will  be  essential  to  publicize  the 
benefits  of  small  families,  thus  reducing  desired  family  size.  Education  and  women-centered 
economic  programs  are  not  "frills"  in  the  effort  to  reach  a  stable,  healthy  world  population- 
increasingly  they  will  become  the  front  line. 
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7 .  This  ratio  is  based  on  a  calculation  that  "sustainable  development  assistance"  includes  the 
following  from  the  current  year  Presidential  request:  All  of  the  Sustainable  Development 
Assistance  program  for  USAID;  the  Development  Fund  for  Africa;  the  Microenterprise  and 
Other  Credit  Program  Account;  all  of  USAID's  operating  expenses;  all  expenses  for  the  Office 
of  the  Inspector  General  of  USAID;  funds  for  the  InterAmerican  Development  Foundation;  the 
African  Development  Foundation,  Peace  Corps,  UNICEF,  UNEP,  UNFPA,  UNDP  and  lUCN. 
We  are  making  as  well  a  generous  and  optimistic  assumption  that  the  entire  contribution  to  the 
Multilateral  Development  Banks  qualifies  as  sustainable  development  assistance.  Requests  for 
these  total:  $5.68  Bn. 

The  military  intelligence  budget  for  fiscal  1994  is  widely  reported  to  be  $2S  Bn.;  add  to  this  the 
request  for  programs  under  the  rubric  "International  Security  Assistance"  which  total  $6,305  Bn, 
for  a  "hard  security"  total  of  $34.05  Bn. 

This  ratio  is  not  intended  as  an  analysis  of  the  minutiae  of  program  content  in  the  areas  of 
preventive  or  military  security,  but  as  an  illustration  of  the  vast  overemphasis  on  one  at  the 
expense  of  the  other. 

8 .  See,  for  example,  Blake,  R.O.  and  B.J.  Lausche,  Aiding  the  Environment:  A  Study  of  the 
Environmental  Policies.  Procedures  and  Performance  of  the  U.S.  Agency  for  International 
Development.  1980. 

9 .  Gotur,  Padma,  Bangladesh:  Economic  Reform  Measures  and  the  Poor.  IMF  Working  Paper. 
WP/91/39.  1991;  Demery,  David  and  Lionel  Demery,  Adjustment  and  Equity  in  Malaysia. 
Paris:  OECD,  1992;  Thorbecke,  Eric,  Adjustment  and  Equity  in  Indonesia.  Paris:  OECD,  1992; 
Zarsky,  Lyuba,  Lessons  of  Liberalism  in  Asia:  From  Structural  Adjustment  to  Sustainable 
Development.  Berkeley,  April,  1993. 

10.  See  for  example:  Environmental  Impact  of  Multilateral  Development  Bank-Funded 
Projects:  Hearings  before  the  Subcommittee  on  International  Development  Institutions  and 
Finance  of  the  House  Comm.  on  Banking.  Finance  and  Urban  Affairs.  98th  Cong.,  1st  sess. 
(1983);  Draft  Recommendations  on  the  Multilateral  Development  Banks  and  the  Environment: 
Hearings  Before  the  Subcomm.  on  International  Development  Institutions  and  Finance  of  the 
House  Comm.  on  Banking.  Finance  and  Urban  Affairs.  98th  Cong  2d  sess.,  1984;  Tropical 
Forest  Development  Projects  --  Status  of  Environmental  and  Agricultural  Research:  Hearing 
Before  the  Subcomm.  on  Natural  Resources.  Agricultural  Research,  and  Environment  of  the 
House  Comm.  on  Science  and  Technology.  98th  Cong.,  2d  sess.  (1984);  Testimony  of  Barbara 
J.  Bramble  on  behalf  of  the  National  Wildlife  Federation  before  the  Subcomm.  on  Foreign 
Operations  of  the  House  Comm.  on  Appropriations.  April  10,  1987;  Testimony  of  Barbara  J, 
Bramble  on  behalf  of  the  National  Wildlife  Federation  before  the  Subcomm.  on  Foreign 
Operations  of  the  Senate  Comm.  on  Appropriations.  June  14,  1988;  and  Statement  of  Barbara 
J.  Bramble.  Director  of  International  Programs  of  the  National  Wildlife  Federation,  concerning 
the  Tenth  Replenishment  of  the  International  Development  Association  and  the  Global 
Environmental  Facility  before  the  Subcomm.  on  International  Development.  Finance.  Trade,  and 
Monetary  Policy  of  the  House  Banking,  and  Urban  Affairs  Comm.  May  5,  1993. 
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1 1 .  See,  for  example,  "Africa  Make  or  Break  ~  Action  for  Recovery, "  Oxfam  UK  and  Ireland, 
Oxford,  May,  1993;  and  "Structural  Adjustment  and  Inequality  in  Latin  America:  How  IMF  and 
World  Bank  Policies  Have  Failed  the  Poor,"  Oxfam  UK  and  Ireland,  Oxford,  Sept.  1994. 

12 .  Reed,  David,  ed.  Structural  Adjustment  and  the  Environment.  Boulder:  Westview  Press, 
1992;  Cruz,  Wilfrido  and  Robert  Repetto,  The  Environmental  Effects  of  Stabilization  and 
Structural  Adjustment  Programs:  The  Philippines  Case.  Washington:  World  Resources  Institute, 
Sept.  1992. 

13 .  The  "50  Years  is  Enough"  campaign,  which  is  comprised  of  some  150  NGOs  in  the  United 
States  and  an  almost  equal  number  in  other  countries,  is  seeking  several  reforms  of  IDA, 
including  establishment  of  an  independent  board  and  staff  and  improved  policies  related  to 
poverty  and  environment.  National  Wildlife  Federation  is  not  a  member  of  this  campaign,  but 
is  sympathetic  to  many  of  its  goals.  Contrary  to  several  erroneous  reports,  the  "50  Years  is 
Enough"  groups  are  not  calling  for  the  elimination  of  the  U.S.  contribution  to  IDA. 

14.  Global  Population  Assistance:  A  Report  Card  on  the  Major  Donor  Countries.  Shanti 
Conly,  Joseph  Speidel,  Population  Action  International,  1993 

15 .  From  an  article  by  Lawrence  J.  Korb,  now  of  the  Brookings  Institution,  in  the  Washington 
Post,  1/31/1995. 

16.  See  recent  letter  from  Jay  D.  Hair,  President  of  the  National  Wildlife  Federation  to  Senator 
Mitch  McConnell,  Chairman  of  the  Subcommittee  on  Foreign  Operations  of  the  Senate 
Appropriations  Committee. 


22 


495 

Thursday,  March  30,  1995. 
ARMENIAN  ASSEMBLY  OF  AMERICA 
WITNESS 

ROSS   VARTIAN,    EXECUTIVE    DIRECTOR,    ARMENIAN    ASSEMBLY    OF 
AMERICA 

Mr.  Callahan.  Mr.  Vartian? 

Mr.  Vartian.  Mr.  Chairman,  thank  you  for  this  opportunity  for 
the  Armenian  Assembly  to  submit  testimony  on  the  continuing  im- 
portance of  U.S.  assistance  programs  to  the  New  Independent 
States  in  general  and  to  the  Republic  of  Armenia  in  particular. 

I  will  note  and  summarize  some  of  the  primary  points  from  my 
written  testimony  and  ask  that  the  entire  statement  be  inserted 
into  the  record. 

Mr.  Callahan.  So  ordered. 

Mr.  Vartian.  Mr.  Chairman,  Armenia  is  part  of  what  the  Admin- 
istration calls  the  second  wave  of  reform  countries  in  the  NIS.  Am- 
bassador Simons  and  USAID  Assistant  Administrator  Dine  re- 
cently returned  from  a  visit  to  Armenia,  Belarus,  Georgia,  and 
Ukraine.  According  to  the  Ambassador  and  Mr.  Dine,  all  four  na- 
tions are  embarking  on  comprehensive  economic  and  political  re- 
forms and  cooperation  with  the  World  Bank  and  IMF. 

We  strongly  concur  with  their  conclusion  that  1995  represents  a 
critical  opportunity  for  U.S.  assistance  to  support  reform  in  these 
nations.  The  fate  of  economic  reforms  in  the  four  second-wave  coun- 
tries, in  the  absence  of  a  strong  U.S.  commitment  is  uncertain. 

According  to  Ambassador  Simons  in  his  March  9  testimony, 
quote:  "The  international  financial  institutions  will  make  a  strong 
contribution  but  cannot  shoulder  the  whole  burden  alone.  Bilateral 
donors  must  also  step  up  to  the  challenge.  And  the  U.S.  can  and 
should  lead  this  international  effort,"  close  quote. 

Mr.  Chairman,  the  Armenian  Assembly  is  pleased  to  see  that  the 
Administration  recognizes  Armenia's  commitment  to  economic  re- 
form under  the  most  difficult  circumstances.  We  strongly  support 
the  Administration's  assessment  that  financing  1995  external  pay- 
ment gaps  is  an  absolute  priority. 

Specifically,  the  Armenian  Assembly  proposes  $75  million  in  Fis- 
cal Year  1995  to  support  Armenia's  critical  imports.  The  amount 
we  are  proposing  is  above  and  beyond  assistance  already  planned 
and  in  place  for  Fiscal  Year  1995  from  all  U.S.  Government 
sources. 

The  32-member  Congressional  Caucus  on  Armenian  issues,  co- 
chaired  by  Congressman  John  Porter,  has  embraced  Ambassador 
Simons'  request  that  the  U.S.  support  Armenia's  critical  import 
needs,  and  we  are  aware  that  the  Administration  has  set  aside 
funds  for  this  purpose,  and  we  urge  members  of  this  committee  to 
endorse  this  action. 

While  we  realize  that  resources  are  increasingly  limited,  the  Ar- 
menian Assembly  feels  that  it  is  essential  for  Armenia  to  be  en- 
couraged to  stay  the  course  on  comprehensive  economic  reform.  In 
order  to  stay  this  course  in  1995,  Armenia  is  relying  on  U.S.  bilat- 
eral assistance  and  IDA  World  Bank  loans.  U.S.  grants  and  inter- 
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national  loans  are  interdependent,  and  we  urge  that  IDA  funds  be 
replenished  as  requested  by  the  Administration. 

Mr.  Chairman,  as  a  frequent  visitor  to  Armenia,  I  can  assure  you 
that  U.S.  assistance  is  deeply  appreciated  by  the  Government  and 
people  of  that  nation.  American  humanitarian  largess  has  saved 
thousands  of  lives,  and  our  technical  and  development  assistance 
has  been  instrumental  in  giving  Armenian  officials  the  knowledge 
and  confidence  to  effect  fundamental  change  at  the  expense  of 
short-term  popularity. 

This  assistance  must  continue  in  order  to  assure  that  U.S.  for- 
eign policy  goals  are  fully  realized.  With  continued  support,  Arme- 
nia will  complete  its  transition  to  a  market-driven,  democratic  na- 
tion fully  capable  of  self-sufficiency. 

Armenia's  ability  to  implement  its  economic  reforms  are  severely 
jeopardized  due  to  the  economic  blockades  imposed  by  Turkey  and 
Azerbaijan.  Ambassador  Simmons  has  said  that  the  blockades  are 
a  primary  reason  that  Armenia  was  not  in  the  first  wave  of  coun- 
tries among  the  NIS  to  pursue  economic  and  structural  reforms. 

On  January  13,  Senate  Majority  Leader  Bob  Dole  introduced  leg- 
islation entitled  "The  Humanitarian  Aid  Corridor  Act",  which 
would  withhold  assistance  from  any  country  that  blocks  the  deliv- 
ery of  Congressionally-approved  U.S.  humanitarian  assistance  to 
another  country. 

On  February  14,  the  chairman  of  the  International  Operations 
and  Human  Rights  Subcommittee,  Congressman  Chris  Smith,  in- 
troduced identical  legislation.  The  Armenian  Assembly  strongly 
supports  this  legislation  as  an  appropriate  safeguard  to  assure  that 
U.S.  assistance  is  reaching  the  intended  recipients. 

In  addition  to  the  support  of  the  Assembly,  the  Corridor  Act  has 
been  endorsed  by  the  Central  and  East  European  Coalition,  which 
is  comprised  of  16  ethnic  organizations  representing  Americans  of 
Central  and  East  European  descent. 

The  need  for  the  legislation  is  clear  and  precise.  The  U.S.  cannot 
expect  to  meet  the  demand  for  budget  austerity  and  achieve  impor- 
tant foreign  policy  goals  without  the  cooperation  of  our  allies.  Al- 
lowing our  allies  to  deny  U.S.  humanitarian  assistance  to  people  in 
need  discredits  our  Nation's  foreign  aid  program,  results  in  ineffi- 
cient use  of  taxpayer  dollars,  and  ultimately  sets  a  precedent  for 
abuse  by  other  nations. 

It  is  unconscionable,  in  our  view,  for  the  Government  of  any  na- 
tion to  refuse  to  allow  food,  medicines,  and  other  essential  humani- 
tarian needs  to  be  delivered  to  people  in  need. 

And  just  over  a  month  since  its  introduction  in  the  House,  the 
Corridor  Act  enjoys  substantial  bipartisan  support  and  has  nearly 
70  cosponsors.  We  urge  members  of  the  subcommittee  to  support 
swift  enactment  of  this  important  bipartisan  piece  of  legislation. 

Thank  you  for  your  time,  Mr.  Chairman. 

[The  information  follows:] 
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Mr.  Chairman  and  members  of  the  Subcommittee,  I  am  pleased  to  be 
with  you  this  afternoon  to  discuss  the  importance  of  U.S.  assistance 
programs  to  the  New  Independent  States  (NIS)  in  general  and  to  the  Republic 
of  Armenia  in  particular. 

The  Armenian  Assembly  is  a  national,  non-partisan,  non-profit 
organization  representing  Armenian-Americans.  We  are  the  principal 
organization  representing  Armenian-Americans  in  Washington,  and  the  lead 
legislative  advocate  to  Congress  on  U.S.  aid  to  Armenia. 

The  Armenian  Assembly  was  the  first  western  private  voluntary 
organization  (PVO)  to  establish  a  permanent  office  in  Armenia  following  the 
earthquake  of  1988.  To  date,  the  Assembly  has  been  the  recipient  of  six 
USAID  funded  programs  which  involved  large  scale  employment,  training, 
procurement,  disbursement  and  distribution  of  commodities.  For  instance,  in 
1993,  we  monitored  the  distribution  of  $15  million  worth  of  kerosene  to  the 
vulnerable  population  of  Armenia.  Through  a  USAID  grant,  the  Assembly 
established  an  NGO  Training  and  Resource  Center,  which  aims  to  help 
Armenia  respond  to  the  current  humanitarian  crisis,  stimulate  a  free  market 
economy,  and  encourage  participation  by  the  private  sector  in  the  long-term 
development  of  the  country.  Finally,  the  Assembly's  most  recent  USAID 
grant,  awarded  in  the  fall  of  1994,  is  a  $1  million  development  grant  to  pilot 
the  presentation  phase  of  and  to  help  prepare  the  Armenian  government  for  a 
$24  million  dollar  World  Bank  loan,  the  Social  Investment  Fund  (SIF).  Our 
extensive  experience  in  Armenia,  working  closely  with  key  government 
agencies  and  officials,  has  provided  us  with  unique  insight  on  how  U.S. 
assistance  can  best  promote  democracy  and  free  enterprise. 

1  995  -  A  Decisive  Year  for  Armenia 

Mr.  Chairman,  Armenia  is  part  of  what  the  Administration  calls  the 
second  wave  of  reform  countries  in  the  NIS.  There  is  no  question  that  1995 
is  a  decisive  year  in  Armenia's  transition  to  a  market  economy.  Ambassador 
Thomas  W.  Simons  and  USAID  Assistant  Administrator  for  Europe  and  the 
NIS  Tom  Dine  recently  returned  from  a  visit  to  Armenia,  Belarus,  Georgia  and 
Ukraine.  According  to  Ambassador  Simons  and  Mr.  Dine,  all  four  of  these 
countries  are  embarking  on  comprehensive  economic  and  political  reforms  in 
cooperation  with  the  World  Bank  and  the  International  Monetary  Fund  (IMF). 
We  agree  with  the  Administration's  conclusion  that  1995  represents  a 
critical  opportunity  for  U.S.  assistance  to  support  the  new  reformers. 

We  are  pleased  to  see  the  Clinton  Administration  recognize,  first-hand, 
Armenia's  commitment  to  economic  reform  under  the  most  difficult  of 
circumstances.    In  this  regard,  the  Armenian  Assembly  strongly  supports  the 
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Administration's  assessment  that  financing  external  payments  gaps  is  an 
absolute  priority  for  Armenia  in  1995.  More  specifically,  we  are  requesting 
$75  million  in  Fiscal  Year  1995  to  support  Armenia's  critical  imports.  The 
amount  we  are  proposing  is  above  and  beyond  assistance  already  planned 
and  in  place  for  FY  '95  from  all  U.S.  government  sources. 

The  32-member  Congressional  Caucus  on  Armenian  Issues,  co-chaired 
by  a  member  of  this  Committee,  Congressman  John  Porter,  has  embraced 
Ambassador  Simons'  request  that  the  United  States  support  Armenia's 
critical  import  needs  in  1995.  We  know  the  Administration  has  set  aside 
funds  for  this  purpose,  and  urge  members  of  the  committee  to  support  this 
most  important  need  for  the  countries  in  the  second  wave  of  reform.  While 
we  understand  that  resources  are  increasingly  limited,  we  feel  that  it  is 
absolutely  essential  for  the  NIS  to  maintain  their  political  commitment  to 
comprehensive  economic  reforms,  and  that  the  United  States  must  lead  in 
supporting  these  fragile  democracies.  The  fate  of  economic  reforms  in  the 
four  second-wave  countries  in  the  absence  of  a  strong  U.S.  commitment  is 
uncertain,  according  to  Ambassador  Simons  in  his  March  9  testimony  before 
this  Subcommittee,  "The  international  financial  institutions  will  make  a  strong 
contribution,  but  cannot  shoulder  the  whole  burden  alone;  bilateral  donors 
must  also  step  up  to  the  challenge.  The  U.S.  can  and  should  lead  this 
international  effort." 

Mr.  Chairman,  Armenia  is  making  the  hard  choices  the  United  States 
requires  of  the  New  Independent  States.  Steady  progress  continues  to  be 
made.  In  1994,  Armenia  was  the  only  member  of  the  Commonwealth  of 
Independent  States  to  register  positive  growth  in  its  gross  domestic  product. 
In  the  area  of  privatization,  Armenia  has  transferred  over  90%  of  its  arable 
land  to  private  ownership.  This  represents  the  highest  percentage  of 
privatized  land  among  the  NIS.  In  addition,  the  Armenian  government  has 
embarked  on  an  aggressive  program  to  sell  some  9000  small,  medium,  and 
large  state-owned  enterprises  to  the  private  sector. 

To  facilitate  the  transfer  of  ownership,  all  Armenian  citizens  are 
receiving  privatization  certificates  equaling  30%  of  the  total  value  of  public 
enterprises.  They  are  then  able  to  use  these  certificates  to  buy  shares  in  the 
state-owned  companies  designated  for  privatization.  Already,  75%  of  the 
population  has  registered  to  receive  these  certificates.  The  Armenian 
government  has  also  enacted  legislation  that  would  allow  anyone  to  purchase 
shares  with  currency,  including  foreign  principals  and  firms,  thus  creating  a 
more  conducive  environment  for  foreign  direct  investment. 
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Armenia  continues  to  pursue  sound  monetary  and  fiscal  policies.  In 
November  1993,  Armenia  introduced  its  own  currency,  the  "dram".  The 
Dram  has  stabilized,  and  when  compared  to  other  nations  of  the  CIS,  the 
level  of  inflation  in  Armenia  has  been  kept  to  a  respectable  4%.  In 
November  of  1 994,  the  Armenian  Parliament  approved  a  plan  devised  by  the 
Armenian  government  and  the  IMF  which  will  provide  for  a  balanced  budget 
in  1  995,  to  be  achieved  by  price  liberalization,  deep  cuts  in  the  number  of 
government  employees,  tax  reform,  extending  the  privatization  program  to 
include  medium  and  large  enterprises,  and  removing  state  subsidies  on  bread 
and  electricity.  At  the  March  9  hearing,  Mr.  Dine  complimented  Armenia  for 
taking  the  risk  of  making  the  hard,  decisive  choices,  noting,  "When  you 
liberalize  the  price  of  bread,  as  Armenia  has  done,  it  wreaks  havoc  on  the 
citizens." 

Constraints  on  Armenia's  Reforms  -  The  Turkish  and  Azerbaijani  Blockades 

Mr.  Chairman,  Armenia's  ability  to  implement  its  economic  reforms  are 
severely  jeopardized  due  to  the  economic  blockades  imposed  by  Turkey  and 
Azerbaijan.  Ambassador  Simons  has  said  that  the  blockades  are  a  primary 
reason  that  Armenia  was  not  in  the  first  wave  of  countries  among  the  NIS  to 
pursue  economic  and  structural  reforms.  According  to  a  recent  Clinton 
Administration  report\  Armenia's  machine-building  industry,  a  key  supplier  to 
other  industries  throughout  the  country,  is  shut  down  by  the  economic 
blockade.  Moreover,  since  Armenia  is  completely  dependent  on  other 
republics  for  supplies  of  oil,  gas,  and  coal,  the  blockade  has  nearly  eliminated 
all  external  sources  of  energy  to  Armenia.  The  report  goes  on  to  say  that 
industry  and  public  transportation  are  crippled,  50%  of  the  workforce  (a  very 
conservative  estimate)  is  unemployed  or  underemployed,  and  GDP  is  down 
75%. 

Azerbaijan's  blockade  of  Armenia  and  Nagorno-Karabagh  is  in  its  fifth 
year.  During  the  bitter  winter  months,  Armenia  has  been  described  by  the 
World  Food  Program  as  being  in  a  "pre-famine  state".  Armenia  is  a 
landlocked  nation,  and  85%  of  all  goods  destined  for  Armenia  had  previously 
gone  through  Azerbaijan.  In  addition,  Armenia's  primary  natural  gas  pipeline 
flowed  through  Azerbaijan.  The  blockade  by  Azerbaijan  forced  a  shut-down 
of  almost  all  industry  (Armenian  industry  operates  at  approximately  20% 
capacity)  and  has  driven  94%  of  the  population,  of  what  used  to  be  one  of 
the  most  prosperous  Soviet  republics,  below  what  the  World  Bank  describes 
as  the  poverty  line  of  $1  per  person  per  day.    Because  of  the  blockade 


'    United  Sutes  Agency  for  International  Development  (US AID),  "Country  Profile:  Armenia,"  February 
1995. 
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imposed  by  Azerbaijan,  Congress  passed  into  law  as  part  of  the  Freedom 
Support  Act  a  sanctions  provision  restricting  direct  U.S.  government 
assistance  to  the  Government  of  Azerbaijan  unless  "demonstrable  steps"  are 
taken  to  end  the  blockade  and  other  offensive  uses  of  force  against  Armenia 
and  Nagorno-Karabagh.  We  strongly  oppose  any  weakening  of  Section  907 
of  the  Freedom  Support  Act  until  the  government  of  Azerbaijan  complies 
with  the  conditions  set  forth  in  the  law.  Any  attempt  to  remove  or  weaker 
Section  907  would  be  viewed  as  support  for  Azerbaijan's  blockade  as  a 
weapon  of  war  and  its  obstructionist  position  at  the  OSCE  negotiations. 

The  Turkish  blockade  of  Armenia  is  equally  troubling.  Since  April  of 
1993,  Turkey  has  closed  its  border  to  all  cargo,  including  humanitarian 
assistance,  to  the  Republic  of  Armenia.  The  Clinton  Administration  has  relied 
almost  exclusively  on  private  diplomacy  to  end  the  Turkish  blockade, 
although  Tom  Dine  remarked  at  the  March  9  hearing,  "I  wish  Turkey  would 
recognize  its  neighbor  [Armenia]  and  open  its  border."  All  diplomatic 
overtures  by  the  United  States  and  the  international  community  urging 
Turkey  to  lift  its  blockade  have  been  summarily  rejected  by  Ankara. 

On  January  1  3,  Senate  Majority  Leader  Bob  Dole  introduced  legislation 
titled  the  Humanitarian  Aid  Corridor  Act  (S.  230),  which  would  withhold 
assistance  from  any  country  that  blocks  the  delivery  of  congressionally- 
approved  U.S.  humanitarian  assistance  to  another  country.  On  February  14, 
the  Chairman  of  the  International  Operations  and  Human  Rights 
Subcommittee,  Congressman  Chris  Smith,  introduced  identical  legislation 
(H.R.  942).  The  Armenian  Assembly  strongly  supports  this  legislation  as  an 
appropriate  safeguard  to  assure  that  U.S.  assistance  is  reaching  the  intended 
recipients.  In  addition  to  the  support  of  the  Assembly,  the  Corridor  Act  has 
been  endorsed  by  the  Central  and  East  European  Coalition,  which  is 
comprised  of  1  6  ethnic  organizations  representing  Americans  of  Central  and 
East  European  descent. 

The  need  for  the  legislation  is  clear  and  precise.  The  U.S.  cannot 
expect  to  meet  the  demand  for  budget  austerity  and  achieve  important 
foreign  policy  goals  without  the  cooperation  of  our  allies.  Allowing  our  allies 
to  deny  U.S.  humanitarian  assistance  to  people  in  need  discredits  our 
nation's  foreign  aid  program,  results  in  inefficient  use  of  taxpayer's  dollars, 
and  ultimately  sets  a  precedent  for  abuse  by  other  nations.  It  is 
unconscionable  for  the  government  of  any  nation  to  refuse  to  allow  food, 
medicines,  and  other  essential  humanitarian  needs  to  be  delivered  to  people 
in  need.  In  a  recent  letter  to  Turkish  Ambassador  Nuzhet  Kandemir,  House 
chief  sponsor  Rep.  Chris  Smith  reasserted  that  "the  basic  idea  behind  the 
Humanitarian  Aid  Corridor  Act  is  that  any  third  country  should  not  impede 
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the  delivery  of  U.S.  humanitarian  aid  to  any  other  country  in  need."  Rep. 
Smith  also  said  that  the  Turkish  blockade  of  Armenia  "contradicts 
Organization  on  Security  and  Cooperation  in  Europe  commitments  to 
facilitate  the  delivery  of  relief  operations  (Moscow  1991),  and  the  Minsk 
Group's  obligation  (Budapest  1  994)  to  further  implement  confidence-building 
measures,  and  to  provide  humanitarian  aid  to  people  in  the  region,  especially 
refugees."  In  just  over  a  month  since  its  introduction  in  the  House,  the 
Corridor  Act  enjoys  substantial  bipartisan  support,  and  has  nearly  70 
cosponsors.  We  urge  members  of  the  Subcommittee  to  support  swift 
enactment  of  this  most  important,  bipartisan  piece  of  legislation. 

The  Needs  of  Armenia  and  the  NIS  Bevond  1995 

The  Armenian  Assembly  believes  that  the  long-term  national  security 
and  budget  interests  of  the  United  States  require  a  stronger  commitment  to 
the  transition  of  Central  and  East  European  countries  to  full  democratic  and 
free  market  nations.  As  part  of  the  Central  and  East  European  Coalition,  the 
Assembly  is  already  on  record  supporting  increased  funding  for  the  Freedom 
Support  Act  (FSA)  and  Support  for  East  European  (SEED)  programs  and  urge 
that  the  assistance  focus  on  those  countries  which  have  demonstrated 
progress  in  the  establishment  of  democratic  institutions  and  market  reforms. 

The  case  for  continuing  U.S.  support  is  a  compelling  one.  As  a  former 
republic  of  the  Soviet  Union  in  an  otherwise  turbulent  Caucasus  region, 
Armenia  has  been  a  bastion  of  democratic  stability  and  at  the  forefront  of 
economic  reforms.  Commenting  on  the  current  leadership  of  the  second- 
wave  reform  countries,  Ambassador  Simons  said  the  following,  "Taking 
these  difficult  steps  will  not  be  popular  with  their  electorates;  these  leaders 
are  displaying  impressive  political  courage.  We  found  competent  reform 
teams  in  place,  strongest  in  Ukraine  and  Armenia  but  capable  of  moving 
forward  in  all  four  countries." 

Mr.  Chairman,  because  of  the  blockades,  the  overwhelming  amount  of 
U.S.  aid  to  Armenia  has  been  humanitarian  in  nature.  The  State  Department 
recently  issued  its  1994  Annual  Report  on  U.S.  Assistance  and  Related 
Programs  for  the  New  Independent  States  of  the  Former  Soviet  Union.  The 
report  indicated,  in  part,  that  "foremost  among  the  various  elements  of  U.S. 
assistance  is  the  impact  of  the  substantial  grants  of  food  grains  and  heating 
fuels  provided  to  Armenia  this  year,  including  230,000  tons  of  wheat  and 
50,000  tons  of  kerosene,  transport  of  heavy  fuel  oil,  donated  medicines  and 
surplus  agricultural  commodities."  The  report  also  states  that  "the  President, 
Prime  Minister  and  most  levels  of  Armenian  society  repeatedly  thank  the 
United  States  for  the  life-sustaining  function  of  this  food  and  fuel  assistance 
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and  the  underpinning  it  provides  to  the  government's  long-term  reform 
program  and  the  country's  economic  stability  and  political  independence." 
On  behalf  of  the  Armenian-American  community,  I  would  like  to  state  our 
gratitude  to  Congress  and  the  Administration  for  its  steadfast  support  of  U.S. 
assistance  to  Armenia. 

Let  me  conclude  by  saying  that  the  goal  is  to  shift  Armenia  away  from 
Its  dependency  on  humanitarian  assistance  toward  technical  and 
development  assistance.  In  this  regard,  we  support  the  establishment  of  the 
Transcaucasus  Enterprise  Fund,  which  had  its  funding  stripped  in  conference 
last  year.  Moreover,  direct  support  through  OPIC,  TDA,  and  Export-Import 
Bank  programs  is  also  needed.  The  Administration  has  indicated  that  it 
intends  to  phase  out  technical  assistance  by  the  end  of  the  century.  We 
believe  that  this  would  be  a  premature  cessation  of  U.S.  government  support 
to  the  region.  After  70  years  of  command  and  control  economics,  the 
nations  of  the  former  Soviet  Union  will  not  even  be  10  years  old  when  U.S. 
assistance  to  the  NIS  is  scheduled  to  be  terminated.  We  should  not  forget 
the  financial  and  human  costs  of  winning  the  Cold  War  as  well  as  the 
consequences  if  these  new  democracies  do  not  succeed  in  fully  transforming 
into  market  democracies. 

For  FY  '96,  we  support  the  Administration's  realignment  of  resources 
toward  the  non-Russian  New  Independent  States  embarking  on  the  path  to 
reform.  We  believe  that  Armenia  is  on  the  right  course.  Since  there  is  no 
substitute  for  first-hand  exposure  to  the  NIS,  we  urge  the  Subcommittee,  at 
the  earliest  possible  opportunity,  to  secure  a  congressional  delegation  to  the 
Transcaucasus  region.  Witnessing  the  changes  that  are  occurring,  such  as 
the  Administration  has,  will  give  members  the  opportunity  to  understand  the 
challenges  and  opportunities  facing  the  NIS.  We  believe  that  Aremenia  is  on 
the  right  course.  The  government  is  committed  to  completing  its  transition 
to  a  market  economy  and  maintaining  its  democracy.  We  hope  that  Armenia 
can  take  full  advantage  of  recently  being  extended  the  benefits  of  the 
Generalized  System  of  Preferences  (GSP)  program.  However,  only  the 
removal  of  the  blockades  will  afford  Armenia  the  full  benefits  of  the  GSP 
program.  We  feel  that  Armenia  has  turned  the  corner  and  that  there  is 
continuous  improvement,  albeit  incremental,  in  the  overall  standard  of  living. 
To  sustain  Armenia's  momentum  for  change,  we  want  to  reiterate  the 
importance  of  providing  additional  FY  '95  support  of  Armenia's  critical 
imports.  The  U.S.  investment  in  Armenia  and  the  NIS  will  pay  dividends  to 
American  taxpayers  and  businesses.  The  political  and  economic  support  the 
United  States  provides  Armenia  is  an  essential  element  of  Armenia's 
integration  into  the  permanent  family  of  democratic  nations  committed  to 
market  economics. 
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Mr.  Callahan.  Thank  you,  sir.  Mr.  Smith  and  Mr.  Porter  are 
very  good  spokesmen  for  your  cause,  and  Mr.  Porter  being  a  mem- 
ber of  this  subcommittee. 

We  will  submit  your  entire  statement  for  the  record,  and  we 
thank  you  for  your  testimony. 

Mr.  Vartian.  Thank  you,  sir. 


Thursday,  March  30,  1995. 
AMERICAN  INDIAN  fflGHER  EDUCATION  CONSORTIUM 

WITNESS 

GEORGIANNA  TIGER,  EXECUTIVE  DIRECTOR,  THE  AMERICAN  INDIAN 
HIGHER  EDUCATION  CONSORTIUM 

Mr.  Callahan.  Ms.  Tiger?  Am  I  saying  that  right? 

Good  afternoon,  Ms.  Tiger.  We  are  having  to  adhere  strictly  to 
the  five-minute  rule.  I  suppose  you  have  heard  us  say  that  three 
or  four  times  today.  But  we  thank  you  for  coming,  and  you  may 
begin  your  testimony. 

Ms.  Tiger.  Thank  you,  Mr.  Chairman. 

I  am  here  on  behalf  of  the  American  Indian  Higher  Education 
Consortium,  which  consortium  is  comprised  of  this  Nation's  29 
American  Indian  and  tribal  colleges.  I  would  like  to  leave  you  a  re- 
port on  the  tribal  colleges  by  the  Carnegie  Foundation  for  the  Ad- 
vancement of  Teaching  and  a  map  and  a  list  of  where  our  colleges 
are. 

We  are  in  13  States,  serving  approximately  20,000  students  from 
over  200  tribes.  Our  colleges  are  fully  accredited. 

And  I  am  here  not  to  ask  for  new  money,  but  to  ask  for  the  par- 
ticipation of  American  Indian  colleges  in  minority  programs  that 
are  set  aside  under  USAID. 

It  is  my  understanding  that  in  1993  there  was  $207  million  that 
went  to  minority  institutions  under  USAID,  and,  in  fact,  $700,000 
to  HBCUs. 

I  am  here  simply  and  briefly  to  draw  this  subcommittee's  atten- 
tion to  the  fact  that  this  Nation  has  29  American  Indian  colleges 
fully  accredited  and  fully  capable  of  offering  many  of  the  services 
that  are  under  the  mission  of  the  USAID.  And  I  would  like  to  ask 
for  perhaps  language  or  initiatives  through  this  committee  that 
might  ensure  that  the  Department  does  carry  forth  a  mandate, 
which  certainly  should  include  this  Nation's  indigenous  commu- 
nities. 

We  believe  that  a  simple  lack  of  knowledge  and  familiarity  about 
American  Indian  colleges  is  the  only  reason  that  tribal  colleges  do 
not  participate  in  USAID.  And  the  average  of  our  colleges  is  only 
20  years  old. 

So  I  draw  you  to  an  example  that  in  1982,  when  we  read  the 
hearing  record,  AID  reported  in  its  budget  presentation  that  in 
many  instances  neither  the  AID  nor  the  host  Government  officials 
have  been  aware  of  the  existence  and  capabilities  of  historically 
black  colleges  and  universities. 

We  believe  that  we  find  ourselves  in  1995  in  the  same  situation, 
and  we  would  like  to  bring  to  the  subcommittee's  attention  that  the 
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tribal  colleges  have  an  aptitude  and  have  special  talents  that  can 
be  brought  to  bear. 

We  understand  that  the  AID  development  funding  is  targeted  at 
the  problems  and  the  conditions  that  are  suffered  mainly  by  indige- 
nous populations.  Tribal  colleges  can  and  should  play  a  role  in  fos- 
tering AID  missions  and  goals. 

We  believe  the  tribal  colleges  are  on  the  cutting  edge  of  edu- 
cational innovations  and  developing  solutions  that  work  for  indige- 
nous peoples,  and  we  possess — our  colleges  possess  many  talents 
and  skills  that  are  applicable  in  the  developmental  efforts  for  indig- 
enous peoples. 

Some  of  these  include — 63  percent  is  the  number  of  positions — 
and  92  percent  of  the  number  of  nurses  in  indigenous  peoples  has 
jumped  that  level  in  the  ten  years  between  1980  and  1990  as  a  re- 
sult of  these  fully-accredited  colleges  that  are  serving  indigenous 
populations. 

Our  successful  programs,  you  will  see  evidenced  in  the  Carnegie 
report,  are  fostering  increased  literacy,  much  like  USAID  for  indig- 
enous people. 

Another  important  goal  is  that  of  indigenous  women.  79  percent 
of  our  students  are  women;  52  percent  are  women,  heads  of  house- 
holds. Our  colleges  have  a  solid  history  of  empowering  women 
through  these  programs  that  foster  confidence  and  independence, 
and  some  of  these  include  the  USAID's  mission  such  as  immuniza- 
tion of  children,  well-baby  care,  and  health  maintenance. 

In  addition,  we  offer  business  management,  accounting,  and  fi- 
nance and  civic  training  to  ensure  continued  economic  develop- 
ment. This  matches  USAID's  missions  for  indigenous  populations 
for  newly  emerging  democracies. 

Small  business  development  and  minority  and  disadvantaged 
business  development  fits  into  AID's  mission  to  foster  strong  mar- 
ket reforms  abroad.  And  to  quote  USAID:  "The  economic  progress 
also  improves  the  prospect  for  the  spread  for  democracy  and  politi- 
cal values  supportive  of  the  United  States." 

The  tribal  colleges  have  a  strong  track  record  in  the 
empowerment  and  participation  in  civic  training  of  indigenous  peo- 
ples, which  in  the  long  run  will  have  a  beneficial  stabilizing  effect 
in  countries  otherwise  having  an  unstable  political  atmosphere. 

I  would  like  to  point  out  in  the  Desert  Storm  the  proportion  as 
to  the  percentage  of  population  which  American  Indians  are,  there 
was  a  higher  percentage  of  American  Indians  serving  in  that  war. 
But  the  empowerment  of  civic  responsibility  is  certainly  dem- 
onstrated among  our  people. 

We  would  just  like  to  urge  this  committee  to — five  minutes — that 
all  of  these  successes  are  achieved  through  great  difficulty. 

Because  of  a  persistent  lack  of  funding,  I  would  like  to  have  you 
know  that  the  average  per-student  amount  that  is  given  to  tribal 
colleges  is  approximately  $3000.  The  national  average  is  $7000. 
The  average  for  historically  black  colleges  is  $17,000. 

Certainly  there  are  no  colleges  more  in  need  of  Federal  funding 
nor  for  which  it  would  be  a  wiser  investment  of  Federal  funding. 

Mr.  Callahan.  Ms.  Tiger,  we  are  going  to  have  to  cut  you  off. 

Ms.  Tiger.  Okay. 
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Mr.  Callahan.  We  are  going  to  review  your  entire  statement. 
We  are  not  just  taking  these  and  throwing  them  in  the  trash.  We 
are  going  to  read  all  of  them. 

But  our  time  is  limited.  And  I  do  appreciate  your  coming. 

Ms.  Tiger.  We  thank  you. 

[The  information  follows:] 
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Od  behalf  of  the  29  U.S.  Tribal  Colleges  and  the  one  Canadian  Tribal  College 
which  comprise  the  American  Indian  Higher  Education  Consortium  (AIHEC),  we  thank 
the  Appropriations  Subconunittee  on  Foreign  Operations,  Export  Financing,  and 
Related  Programs  for  allowing  us  an  opportunity  to  express  our  views. 

We  applaud  this  Subcommittee  for  its  attention  and  efforts  in  fostering  strong 
linkages  between  United  States  institutions  of  higher  learning  and  the  overall 
development  efforts  of  USAID. 

However,  AIHEC  believes  that  this  Subcommittee,  and  the  Congress  as  a  whole, 
should  issue  a  special  classification  to  ensure  that  American  Indian  Tribal  Colleges  can 
obtain  access  to  USAED  development  programs  that  currently  exist  for  Historically  Black 
Colleges  and  Universities  (HBCU's)  and  Hispanic  American  Colleges  and  Universities. 
This  classiflcation  would  alert  federal  agencies  to  the  presence  of  the  Tribal  Colleges  as 
another  alternative  to  the  current  Field  of  higher  education  institutions.  It  is  also 
important  to  note  that  according  to  1992  USAID  Budget  figures,  HBCU's  received 
ahnost  $19  million  in  projects  and  grants  which  represented  a  43%  increase  over  the 
previous  year's  allocation  awards.   Currently,  HBCU's  eiyoy  a  10%  set  aside  for 
ensuring  their  participation  in  USAED  programs.   USAID's  activities  with  the  HBCU's 
are  carried  out  in  115  A.I.D.  eligible  countries  in  Africa,  Asia,  Eiu'ope,  the  Near  East, 
and  Latin  America  and  Caribbean  regions. 

Currently,  Federal  agencies,  and  the  State  Department  in  particular,  are 
unaware  of  the  valuable  resources  that  Tribal  Colleges  possess  and  many  agencies  are 
unresponsive  to  the  Colleges'  requests  for  access  to  programs  and  projects  because  of 
the  agencies'/departments'  lack  of  knowledge  and  familiarity  with  the  Tribal  Colleges. 
This  is  the  same  problem  that  the  HBCU's  confronted  with  A.I.D.  back  in  1980  when 
the  Tribal  Colleges  were  in  their  infancy.    A.I.D.  itself  reported  in  its  budget 
presentation  in  1992  that  "in  many  instances,  neither  the  A.I.D.  nor  the  host 
government  officials  have  been  aware  of  the  existence  and  capabilities  of  HBCU's". 
Which  have  had  sanctioned  access  to  A.I.D.  programs  and  projects  for  over  10  years,  if 
this  is  still  a  problem  for  the  HBCU's  in  1992,  than  one  can  imagine  the  hurdle  that  the 
Tribal  Colleges  are  trying  to  overcome  in  reaching  out  to  the  State  Department  and 
USAID. 

AIHEC  is  currently  seeking  an  Executive  Order  to  address  this  problem  on  a 
government-wide  basis;  however,  AIHEC  feels  that,  while  this  effort  is  underway,  the 
Congress  should  allow  access  to  certain  government  programs  and  projects  for  which 
the  Tribal  Colleges  show  an  aptitude  or  have  special  talents  that  can  be  brought  to  bear. 
Our  current  effort  to  access  minority-based  programs  within  the  State  Department  and 
USAID  can  be  advanced  further  if  the  Congress  approves  this  special  classification  and 
directs  the  agencies  of  the  federal  government  to  recognize  the  Tribal  Colleges  as  a 
valuable  asset  when  the  skills  and  the  talents  of  the  Tribal  Colleges  coincide  with  the 
missions  of  the  various  federal  departments  and  agencies. 
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The  majority  of  A.I.D.  development  funding  is  targeted  to  problems  and 
conditions  that  are  suffered  mainly  by  indigenous  populations.  AIHEC  feels  that  because 
of  this  fact  the  Tribal  Colleges  can  and  should  play  a  major  role  in  fostering  USAID's 
missions  and  goals. 

Native  American  Tribal  Colleges  have  been  on  the  cutting  edge  of  educational 
innovation  in  developing  solutions  that  work  for  American  indigenous  students  and 
possess  many  talents  and  skills  that  are  applicable  to  development  efforts  for  indigenous 
peoples.  These  efforts  have  made  tribal  colleges  the  focal  point  for  opportunity,  hope, 
economic  advancement,  and  personal  dignity  for  the  Native  American  populations 
throughout  the  United  States.     The  American  Indian  Higher  Education  Consortium 
(AEHEC)  member  institutions  enroll  over  20,000  students  from  more  than  200  tribes. 
On  any  given  day  the  typical  tribal  college  affects  the  lives  of  lOO's  of  people  from  their 
specific  area   -  providing  post-secondary  education,  adult  education  training,  day  care, 
meeting  the  health  needs  of  theu-  particular  reservation,  and  creating  an  environment 
for  prosperity  and  independence. 

Tribal  colleges  achieve  this  status  by  offering  programs  that  meet  the  varying  and 
diverse  needs  of  their  populations.   Because  of  the  efforts  of  Tribal  Colleges,  the  1990 
Census  reported  an  increase  of  63%  in  the  number  of  physicians  who  are  American 
Indians.   The  1990  Census  also  reported  that  between  1980  and  1990,  registered  Native 
American  nurses  jumped  by  92%  to  a  total  of  7,524  RN's.  Through  such  successful 
programs  Tribal  Colleges  have  demonstrated  their  ability  to  solve  the  difficult  and  often 
complex  problems  of  indigenous  peoples. 

The  Tribal  Colleges  go  to  great  lengths  to  incorporate  all  of  the  reservation 
communities  into  their  programs  in  order  to  ensure  complete  accessibility  to  the 
resources  which  they  have  to  offer.  One   program  is  adult  education  that  reaches  out  to 
older  American  Indians  in  order  to  foster  increased  literacy.  This  particular  group  of 
indigenous  people  often  has  a  limited  background  in  education.  In  order  to  meet  this 
need,  the  Tribal  Colleges  provide  adult  basic  reading  and  writing  courses,  GED 
Certificate  courses,  and  transferable  post-secondary  degree  programs. 

Tribal  Colleges  also  focus  a  great  deal  of  attention  on  the  needs  of  American 
Indian  women.  For  example  at  a  typical  tribal  college  like  La  Courte  Oreilles  Ojibwa 
Community  College  (LCO)  located  in  Hayward,  Wisconsin   more  than  79%  of  their 
students  are  women  in  addition,  52%  of  those  women  are  single  parent  heads  of 
households.  LCO  has  developed  a  sensitivity  to  the  needs  of  minority  women  which  gives 
the  College  a  solid  history  of  empowering  women  through  programs  that  build 
confidence  and  independence  -  programs  like  the  following:  immunization  to  children, 
well  baby  care  programs,  supervised  day  care,  physical  and  psychological  maintenance 
programs  for  mother  and  child,  and  preventive  health  maintenance  programs.  Efforts 
like  these  are  prime  examples  of  the  value  that  the  Tribal  Colleges  can  bring  to  A.I.D's 
development  projects,  especially  those  programs  that  deal  with  disadvantaged  women. 
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A.I.D.'s  concern  for  minority  women  is  clearly  expressed  in  Administrator  Atwood's 
testimony  before  this  committee  on  March  8,  1994.  Mr.  Atwood  said  "The  expansion  of 
women's  opportunities  is  essential  to  reduce  poverty,  lower  population  growth,  and 
bring  about  effective  and  sustainable  development.   No  development  process  that  does 
not  involve  and  address  the  needs  of  half  the  populace  can  be  considered  sustainable...." 
AIHEC  believes  that  the  Tribal  Colleges  have  an  outstanding  record  as  it  relates  to 
women  and  would  be  an  invaluable  asset  to  Administrator  Atwood  as  he  moves  his 
agency  to  address  these  critical  issues  for  indigenous  peoples. 

Administrator  Atwood  also  referred  in  his  1994  testimony  to  the  role  that  non- 
governmental agencies  must  play  in  order  to  achieve  successful  results  in  development 
efTorts.  He  said  "For  development  to  be  broad  based  and  sustainable,  it  must  help  build 
and  engage  non-governmental  agencies,  including  private  voluntary  organizations, 
universities,  cooperatives,  and  credit  imions,  labor  unions,  women's  groups,  and 
indigenous  organizations  in  the  policy  and  program  process."  AIHEC  agrees  with 
Administrator  Atwood  that  in  order  for  development,  especially  development  targeted  to 
indigenous  populations,  to  be  successful  it  must  involve  organizations  that  have  a  strong 
background  in  carrying  out  similar  initiatives;  the  Tribal  Colleges  are  those 
organizations. 

All  Tribal  Colleges  realize  the  value  of  financial  management  and  business 
training.  Currently  25  of  the  30  U.S.  and  Canadian  Tribal  Colleges  offer  business 
management,  accounting,  finance  management,  and  civic  training  to  ensure  continued 
economic  development  on  Indian  reservations  and  an  understanding  of  the  democratic 
political  process.  Programs  like  this  build  on  the  Tribal  Colleges'  capability  to  fulfill 
A.l.D.  missions  that  are  required  for  newly  emerging  democracies,  small  business 
development,  minority  and  disadvantaged  business  development,  and  A.I.D.'s  desire  to 
foster  strong  market  reforms  abroad.  This  experience  fits  with  the  overall  development 
plan  that  USAID  Administrator  Atwood  laid  out  before  this  committee  on  March  8, 
1994.  Administrator  Atwood  said,  "The  challenge  for  USAID  and  reformers  in  the  NIS 
is  to  establish  stock  markets,  a  Securities  and  Exchange  Commission,  commercial  codes 
and  bankruptcy  laws  and  large  scale  land  privatization  transfers.  We  also  are  training 
bankers,  fiscal  specialists  and  market  economists."  Later  on  in  his  testimony  he  said  that 
"  ...economic  progress  also  improves  the  prospects  for  the  spread  of  democracy  and 
political  values  supportive  of  the  United  States.  Conversely,  endemic  poverty,  economic 
stagnation,  and  narrowly-based  economic  growth  may  fuel  political  instability  and 
threaten  international  security  and  cooperation."   In  this  important  role  the  Tribal 
Colleges  could  provide  a  level  of  communication  and  broad  based   programs  that 
understand  the  unique  perspectives  of  mdigenous  peoples  which  in  the  long  run  could 
have  a  beneficial  stabilizing  affect  on  an  otherwise  unstable  political  atmosphere. 

The  tribal  colleges'  unique  ability  to  deal  with  the  difficult  issues  that  face 
disadvantaged  indigenous  peoples  around  the  world.  For  over  a  decade  they  have  been 
providing  for  and  meeting  the  needs  of  American  indigenous  peoples  with  great  success. 
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AIHEC  feels  that  the  Tribal  College  network  which  is  ready  and  willing  to  use  the  skills 
and  talents  at  its  disposal  will  further  the  State  Department's  goal  of  sustainable 
development  in  assisting  the  education,  economic,  environmental,  and  social  needs  of 
indigenous  peoples.  These  types  of  successful  approaches  could  extrapolate  to  the  nations 
and  peoples  A.I.D.  is  currently  engaged  with.  AIHEC  feels  that  this  is  the  right  time  to 
incorporate  the  Tribal  Colleges  into  the  State  Department's  efforts  for  overseas 
development.  AIHEC  believes  that  the  State  Department's  ongoing  outreach  efforts  to 
Higher  Education  should  include  the  Tribal  Colleges  in  order  to  take  advantage  of  the 
Colleges'  unique  abilities  to  deal  effectively  with  indigenous  populations. 

The  proven  ability  of  the  American  Tribal  Colleges  to  face  these  issues  and  find 
solutions  that  work  for  their  communities  can  be  put  to  work  for  indigenous  populations 
throughout  the  world.  Despite  the  initial  difficulties  that  many  Tribal  Colleges  had  to 
face  in  their  infancy,  these  Colleges  have  increased  the  average  entry  level  income  for  its 
graduates  is  over  $18,000  annually,  and  increased  the  level  of  after  graduation 
employment  to  ahnost  85%.   This  is  even  more  remarkable  when  one  considers  the  fact 
that  unemployment  on  reservations  averages  nearly  50%. 

They  have  raised  the  level  of  cultural  and  historical  understanding  among 
American  Indians  while  at  the  same  time  providing  a  solid  background  of  education. 
These  successes  speak  well  for  the  ability  of  the  Colleges  to  solve  difficult  social  and 
economic  problems  through  targeted  educational  curricula  designed  to  meet  the  specific 
needs  of  disadvantaged  students,  increased  literacy  training,  remedial  education  efforts, 
education  training  programs,  and  child  day  care  and  health  maintenance  programs  for 
the  children  of  student  parents.    All  of  these  successes,  achieved  through  great  difficulty 
because  of  the  persistent  lack  of  funding,  are  the  result  of  talented  and  dedicated  staffs 
and  administrators  working  in  conceri  with  their  students,  children  of  parent  students, 
reservations,  and  the  larger  community  in  general. 

In  fiscal  year  1995,  Tribal  colleges  receive  $2,992  per  Indian  Student  Count 
(ISC),  or  Full-time  Equivalent  Student  (FTE).   According  to  the  National  Association  of 
College  and  University  Business  Officers,  the  national  average  for  mainstream 
community  colleges  (without  dormitories)  is  approximately  $7,000  per  FTE. 
Additionally,  the  National  Center  for  Education  Statistics  reports  the  average  revenue 
per  student  for  private  Historically  Black  Colleges  and  Universities  is  $17,674.   The  last 
definitive  calculation  in  1990-91  determined  that  students  at  tribal  colleges  are  funded  at 
42.5%  of  the  national  average  of  costs.   Without  equal  funding,  tribal  college  students 
cannot  hope  to  achieve  equal  educational  opportunity. 

It  is  also  important  to  note  that  Tribal  Colleges  are  also  part  of  a  larger 
community,  and  it  is  this  community  that  is  also  being  served  by  the  Colleges.  The 
Colleges  are  finding  solutions  to  many  of  the  difficult  problems  that  exist  on  Native 
American  Reservations  through  cooperation  and  understanding.   The  Tribal  Colleges 
are  pioneering  new  methods  to  improve  the  use  of  farm  land  and  to  increase  its  yield, 
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methods  that  are  productive  but  sensitive  to  the  traditional  Indian  feelings  for  the  land. 
The  Tribal  Colleges  are  initiating  programs  to  deal  with  the  high  rates  of  diabetes 
through  nutrition  and  education.   The  Colleges  have  conducted  research  that  has  proven 
that  many  traditional  crops  used  by  indigenous  peoples  can  be  effective  in  combating 
diabetes,  while  high-fat,  processed  conunodity  foods  tend  to  exacerbate  the  disease 
among  indigenous  populations.  In  response  to  this  many  Tribal  Colleges  have  begun  to 
offer  alternative  food  and  nutrition  programs  targeted  at  the  special  needs  of  indigenous 
populations.    For  example:  Leech  Lake  Tribal  College  in  Cass  Lake,  Minnesota  is 
working  with  the  Tucson  based  Native  Seeds/SEARCH  and  the  University  of  Colorado, 
to  use  foods  such  as  prickly  pear,  mesquite-bean  flour,  choUa  cactus  buds,  chia  seeds, 
and  live  oak  acorns.   Currently  Leech  Lake  has  funded  109  community  nutritional 
gardens  that  serve  the  College  as  well  as  the  larger  Ojibwa  Tribe  to  achieve  better 
health  and  fitness  among  American  Indians.   The  Colleges  have  also  instituted  programs 
for  adult-education  and  civic/historical  training  courses  in  order  to  prepare  Indian  youth 
with  the  knowledge  and  understanding  of  the  world  in  which  they  Uve. 

The  Tribal  Colleges  are  moving  to  address  the  issue  of  a  shrinking  global 
community  and  the  spread  of  technological  communications  that  have  made  the  world 
more  readily  accessible  for  many  people.  The  Colleges  are  ensuring  that  American  and 
Canadian  Indians  are  pari  of  this  new  changing  world.  To  this  end,  the  Tribal  Colleges 
routinely  foster  student  exchange  programs  and  student  training  programs  from  other 
countries.  The  Colleges  also  offer  their  students  the  opportunity  to  meet  and  experience 
other  indigenous  peoples  from  around  the  world.  This  exposure  creates  a  meaningful 
dialogue  of  understanding  and  shared  purpose.  Overall,  these  programs  are  designed  to 
expose  both  American  and  Canadian  Indians  to  other  cultures  and  experiences  that  will 
provide  for  a  better  understanding  across  all  lines  of  race,  ethnicity,  and  nationality. 

Tribal  Colleges  can  offer  the  USAID  their  special  talents  and  unique  skills  in 
completing  USAID's  overseas  mission  goals.  For  example:   In  Belize  Tribal  Colleges 
could  provide  their  unique  facilities  and  experience  to  USAID's  effort  to  foster  proper 
land-use  management  through  training  programs  for  Belize's  native  farmers.  In  El 
Salvador  the  Tribal  Colleges  could  use  their  knowledge  of  educational  and  special  health 
programs  to  the  disadvantaged  in  order  to  assist  the  agency  in  fulfilling  its  stated 
purpose  of  improving  the  health  and  education  of  El  Salvadorian  children,  most  of 
whom  are  native  peoples  themselves. 

Another  example  of  the  Tribal  Colleges  bringing  their  talents  to  bear  on  a 
specific  A.I.D.  project  is  in  Guatemala.   The  Colleges  can  provide  elementary  education, 
civic  education  and  training,  as  well  as  nursing,  general  health,  and  well  baby  care  to 
the  Mayan  population  which  has  been  targeted  by  the  1995  USAID  Mission  Statement  as 
a  m^or  priority  of  the  agency.  In  Central  and  Eastern  Europe,  as  well  as  the  Newly 
Independent  States,  the  Tribal  Colleges  can  provide  exchange  opportunities  and  training 
programs  to  broaden  the  horizons  of  Native  Americans  and  to  develop  badly  needed 
skills  for  the  peoples  of  these  emerging  democracies.   Their  training  programs  would 
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include  rural  development,  land  management,  and  civic  education  programs  that  focus 
on  bow  minorities  survive  and  thrive  in  m^oritarian  democracies. 

This  effort  will  lead  to  increased  educational  opportunities  for  American  Indians 
which  in  the  long  run  will  reduce  the  social  and  economic  costs  of  maintaining  large 
groups  of  dependent  individuals  on  government  assistance  programs.  At  the  same  time, 
these  efforts  will  increase  the  effectiveness  of  USAID's  overseas  development  missions 
towards  indigenous  peoples  by  tapping  into  a  conduit  of  experience  and  skills  that  have 
a  track  record  of  proven  success  in  dealing  with  the  difficult  issues  that  face  indigenous 
peoples. 

Again,  we  ask  this  committee,  and  the  Congress  as  a  whole,  to  approve  a  special 
classification  that  will  grant  the  Tribal  Colleges  access  to  these  programs  and  projects. 
In  this  time  of  budget  deficits  and  fiscal  constraints  USAID  can  get  far  more  out  of  its 
development  dollars  that  are  targeted  to  indigenous  populations  if  it  brings  to  bear  the 
experience,  skills,  and  talents  of  the  American  Indian  Tribal  Colleges. 
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Thursday,  March  30,  1995. 

INTERNATIONAL  UNION  AGAINST  TUBERCULOSIS  AND 

LUNG  DISEASE 

WITNESS 

LEE  B.  REICHMAN,  M.D.,  PAST  PRESmENT,  AMERICAN  LUNG  ASSOCIA- 
TION 

Mr.  Callahan.  Dr.  Reichman? 

Dr.  Reichman.  Good  afternoon,  Mr.  Chairman. 

Mr.  Callahan.  Good  to  see  you. 

Dr.  Reichman.  I  am  Lee  Reichman.  I  am  an  internist  and  pul- 
monary physician.  I  am  currently  Executive  Director  of  the  New 
Jersey  Medical  School  National  Tuberculosis  Center,  one  of  three 
Federal-funded  model  tuberculosis  centers  created  in  response  to 
the  national  tuberculosis  emergency,  and  I  am  a  Past  President  of 
the  American  Lung  Association. 

I  am  testifying  today  for  the  International  Union  Against  Tuber- 
culosis and  Lung  Disease,  which  is  the  major  international,  non- 
governmental organization  of  120  member  nations,  the  United 
States  being  represented  by  the  American  Lung  Association. 

My  written  comments  have  previously  been  sent  to  the  commit- 
tee. I  would  like  to  make  just  a  very  few  oral  points. 

First,  it  is  not  well-recognized,  but  tuberculosis  infects  one-third 
of  the  world's  population;  that  is  1.7  billion  people,  and  that  is  with 
a  B.  And  it  is  the  largest  killer  of  any  infectious  disease  worldwide, 
3  million  deaths  per  year.  And  it  is  considered  100  percent  curable 
and  99  percent  preventable. 

Almost  one-third  of  the  cases  of  TB  in  the  U.S.  are  in  the  foreign- 
bom.  They  bring  with  them  the  much  higher  rates  of  infection  and 
disease  from  their  country  of  origin.  With  such  high  rates  of  TB 
outside  the  U.S.,  one  can  easily  see  the  pressure  that  these  cases 
keep  on  our  internal  TB  rates. 

The  World  Health  Organization  has  strengthened  its  tuberculosis 
program  over  the  past  several  years.  The  WHO  TB  program  has 
designed  a  ten-year  plan  to  prevent  12  million  deaths  from  tuber- 
culosis. The  plan  calls  for  all  countries  to  adopt  the  TB  control 
guidelines  of  the  organization,  to  double  the  amount  of  resources 
applied  to  controlling  TB. 

The  American  Lung  Association's  major  concern  with  the  WHO 
plan,  however,  is  the  level  of  commitment  from  WHO  itself  While 
WHO  has  declared  a  global  tuberculosis  emergency,  and  this  is  the 
first  such  emergency  ever  declared  for  any  disease,  the  WHO  fails 
to  provide  full  funding  for  its  own  tuberculosis  program. 

An  expenditure  of  $11  million  is  projected  for  the  current  year. 
The  regular  WHO  budget  will  only  provide  $850,000  with  the  addi- 
tional resources  presumably  to  come  from  donor  nations  to  bring 
the  entire  commitment  to  almost  $6  million,  far  below  the  needed 
resources. 

Worldwide  control  of  TB  requires  a  strong  fully-funded  program. 
WHO  should  be  encouraged  to  provide  additional  regular  budgetary 
support  for  the  TB  program  and  not  always  go  hat-in-hand  to  donor 
nations. 


515 

At  the  U.S.  Agency  for  International  Development,  the  situation 
is  similar.  Several  task  forces  and  working  groups  have  been  cre- 
ated in  the  past  few  years  to  recommend  activity  in  TB;  however, 
to  date  AID  remains  without  a  comprehensive  plan  to  address  tu- 
berculosis in  developing  nations. 

The  lUATLD  has  proposed  to  work  with  AID  to  establish  an 
international  program  to  train  physicians  regarding  tuberculosis 
control  programs.  TB  control  efforts  are  urgently  needed;  however, 
there  are  few  health  care  professionals  capable  of  undertaking  such 
study. 

This  subcommittee  and  its  counterpart  in  the  Senate  have  re- 
quested action  from  AID  in  previous  Fiscal  Years  with  no  result. 

We  strongly  encourage  the  subcommittee  to  inquire  into  AID's  in- 
action towards  the  global  health  crisis  that  is  presented  by  tuber- 
culosis. 

Tuberculosis  is  droplet  aerosol  infection.  It  is  spread  by  sharing 
of  air.  TB  usually  takes  considerable  exposure  to  infect,  but  we  all 
saw  the  recent  report  from  CDC  about  documented  transmission 
from  an  airline  passenger  with  TB  to  others  sitting  in  her  section. 
CDC  did  a  monumental  job  in  tracking  the  cases  and  contacts  to 
prove  the  transmission. 

And  this  suggests  to  me  that  billions  of  passenger  miles  are 
being  racked  up  each  year  in  Asia  and  Africa,  with  their  extremely 
high  TB  rates.  How  much  transmission  is  occurring  that  we  do  not 
know  about? 

The  current  Congress  has  stated  its  intent  to  cut  Government, 
much  as  apparently  we  have  done  with  social  programs. 

Finally,  may  I  respectfully  suggest  to  your  committee,  however, 
that  any  funds  used  in  the  international  control  of  TB,  so  that  it 
does  not  dangerously  impact  on  Americans,  could  more  properly  be 
termed  a  defense  program  and  be  so  considered. 

Thank  you  very  much. 

Mr.  Callahan.  And  thank  you  for  your  statement.  Doctor. 

[The  information  follows:] 
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Mr.  Chairman  and  members  of  the  Subcommittee,  I  am  Dr.  Lee  B.  Reichman,  Director 
of  the  New  Jersey  Medical  School  National  Tuberculosis  Center  and  a  past  president 
of  the  American  Lung  Association.  My  comments  this  morning  will  focus  on  the  global 
impact  of  tuberculosis  and  the  role  of  the  World  Health  Organization  and  the  United 
States  Agency  for  International  Development  in  its  prevention  and  control. 

The  Global  TB  Epidemic 

Although  a  significant  global  problem,  only  a  few  short  years  ago  tuberculosis  was 
thought  to  be  under  control  in  the  United  States.  But,  after  years  of  declining  case 
rates,  the  number  of  reported  cases  in  the  U.S.  rose  by  over  20%  in  just  eight  years- 
from  22,201  reported  cases  in  1985  to  25,287  in  1993.  Over  30%  of  the  cases 
diagnosed  are  in  foreign-born  individuals,  an  increase  of  60%  since  1985.  Most  of 
these  cases  would  not  have  occurred  if  the  infrastructure  and  money  had  been 
available  in  their  own  countries  for  tuberculosis  control.  Eighty-two  percent  of  the 
foreign-born  cases  of  tuberculosis  are  concentrated  in  8  states;  several  states  report 
two-thirds  or  more  of  their  total  tuberculosis  cases  are  among  foreign  born  individuals. 


The  problem  of  tuberculosis  in  the  United  States  pales  in  comparison  to  the  global 
tuberculosis  problem.  Worldwide,  there  are  currently  over  8  million  new  cases  of  active 
tuberculosis  annually-approximately  1 ,000  new  cases  occurring  every  hour  of  every 
day.  Tuberculosis  kills  approximately  3  million  people  each  year-almost  9,000  people 
dying  around  the  world  each  day.  The  number  of  new  cases  is  projected  to  inaease 
to  1 1 .9  million  per  year  by  2005.  By  itself,  tuberculosis  is  responsible  for  one-quarter 
of  the  preventable  deaths  in  the  world  and  is  the  largest  cause  of  death  from  a  single 
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infectious  agent. 

Developing  countries  are  hardest  hit  by  this  disease,  sub-Saharan  Africa  and 
Southeast  Asia  in  particular.  There,  tuberculosis  is  concentrated  in  the  most 
economically  productive  age  groups,  people  who  are  between  the  ages  of  15  and  59. 
Tuberculosis  is  the  first  cause  of  disability  adjusted  life  years  lost  among  males  aged 
45-59  years  and  the  second  cause  among  males  and  females  aged  15-44  years.  So, 
not  only  is  tuberculosis  a  health  problem  in  these  countries,  it  is  also  an  economic 
problem  as  well.  These  countries  are  losing  their  most  productive  workers  to  an  easily 
preventable  and  100%  curable  disease. 

Even  more  frightening  is  the  fact  only  about,  one-half  of  the  people  in  the  world  with 
tuberculosis  are  receiving  treatment.  Developing  nations  have  been  very  passive  in 
their  diagnosis  of  active  TB,  treating  cases  only  when  individuals  present  themselves 
for  care  and  are  symptomatic.  Of  those  50%  who  seek  treatment,  less  than  half 
complete  treatment.  This  leads  to  chronic  and  drug-resistant  cases  of  tuberculosis, 
which  in  itself  is  a  growing  problem,  particularly  since  patients  with  drug-resistant 
tuberculosis  infect  others  with  the  same  stubborn,  drug-resistant  disease.  That  less 
than  a  quarter  of  the  individuals  with  active  tuberculosis  complete  treatment  means  that 
this  disease  is  still  being  spread  unchecked. 

Another  factor  with  a  substantial  impact  on  the  increasing  case  rate  numbers  in 
developing  countries  is  infection  with  HIV,  the  virus  that  causes  AIDS.  Approximately 
5.6  million  people  worldwide  are  co-infected  with  TB  and  the  HIV  virus.     This  is  likely 
to  increase  to  one  out  of  seven  cases  by  the  year  2000.  The  immunosuppressing 
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nature  of  HIV  makes  its  victims  especially  vulnerable  to  developing  active  tuberculosis 
and  has  all  but  eliminated  30  years  of  progress  in  the  fight  against  TB  in  the  nations 
most  affected.  The  situation  is  especially  critical  in  Asia,  home  to  two-thirds  of  all  TB- 
infected  people.  HIV  infection  is  spreading  more  rapidly  in  Asia  than  any  other  part  of 
the  world.  Preliminary  studies  show  that  tuberculosis  is  already  the  leading  infectious 
complication  in  between  50  to  70  percent  of  AIDS  patients  in  Asia. 

While  the  overall  number  of  HIV-TB  infected  individuals  is  not  overwhelming  by  itself, 
the  impact  of  this  dual  infection  has  devastated  tuberculosis  control  programs.  Within 
a  five-year  period,  the  annual  cases  of  tuberculosis  in  Zambia  nearly  tripled,  in  Malawi 
more  than  doubled  and  in  Burundi  increased  about  40%. 

Fortunately,  however,  it  appears  that  the  increase  in  tuberculosis  does  not  necessarily 
lead  to  increased  transmission  of  the  disease  in  the  community  IF  a  country  has  an 
effective  control  program.  In  Tanzania,  where  70%  of  the  infectious  cases  are 
detected  and  85%  of  such  cases  successfully  treated,  there  has  not  been  an  increase 
in  the  prevalence  of  infection  in  the  last  five  years  despite  a  70%  rise  in  the  number  of 
cases.  If  tuberculosis  cases  are  properly  handled,  it  is  possible  that  one  half  of  the 
future  health  care  costs  for  AIDS  patients  could  be  avoided. 

Another  significant  problem  is  the  emergence  of  drug-resistant  tuberculosis,  mentioned 
earlier.  Patients  with  drug-resistant  tuberculosis  are  extremely  difficult  and  expensive 
to  cure.  In  some  countries  there  is  already  concern  that  the  drug-resistant  strains 
have  become  so  common  they  may  soon  replace  drug-susceptible  strains  as  the  main 
disease  cause.  However,  it  is  well  known  that  provision  of  short-course  therapy, 
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supervision  of  the  initial  part  of  therapy,  and  use  of  adequate  treatment  regimens  will 
limit  the  spread  of  drug-resistant  TB.  For  example,  in  1990  in  the  Republic  of  Korea, 
following  implementation  of  such  measures,  the  overall  prevalence  of  drug-resistant 
tuberculosis  decreased  to  25%  from  48%  in  1980,  and  primary  resistance  fell  to  15% 
from  31%. 

Controlling  the  Epidemic 

While  these  numbers  are  grim,  the  reality  is  that  tuberculosis  is  preventable  and  easily 
cured,  and  modern  tuberculosis  treatments  are  among  the  most  cost  effective  health 
interventions  available,  in  a  developing  country,  tuberculosis  can  be  successfully 
controlled  without  hospitalizing  most  patients.  Further,  the  costs  are  extremely  low, 
approximately  $5  to  $10  per  year  of  life  saved  and  $2  to  $3  per  new  infection  avoided. 
These  costs  are  even  lower  when  compared  to  the  enormous  resources  needed  to 
treat  multidrug-resistant  tuberculosis  cases. 

TTie  International  Union  Against  Tuberculosis  and  Lung  Disease  (ALA  represents  the 
United  States  in  this  international  NGO  of  120  member  countries)  has  developed  an 
effective  program  combining  technical  and  financial  assistance  for  developing  nations 
that  has  resulted  in  a  cure  rate  of  over  80%.  The  program  has  been  field-tested  in 
countries  such  as  Malawi  and  Tanzania.  TTiese  programs  combine  the  use  of  modern 
short-course  chemotherapy  using  three  of  the  first  line  tuberculosis  drugs; 
development  and  provision  of  training  courses  and  materials  for  health  personnel;  and 
research.  Also  key  is  that  programs  have  been  developed  to  take  into  account  the 
less  than  ideal  circumstances  existing  in  most  developing  countries  and  are  designed 
to  work  even  in  the  most  poorly  developed  health  service  systems. 
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Proper  management  of  tuberculosis  offers  a  significant  opportunity  to  improve  overall 
health  status  and  reduce  mortality  in  developing  countries.  It  also  provides  an 
opportunity  to  counter  the  economic  impact  of  tuberculosis  in  developing  countries. 
Some  estimates  have  found  that  significant  improvements  in  the  management  of 
national  tuberculosis  programs  could  result  in  the  increased  economic  output  of 
developing  countries  in  the  range  of  $24  billion  annually,  an  average  of  1%  increase  in 
the  gross  domestic  product  in  even  the  hardest  hit  regions. 

The  model  program  developed  by  the  lUATLD,  often  referred  to  as  the  'Styblo*  model, 
has  been  adopted  by  the  Tuberculosis  Program  of  the  World  Health  Organization. 
Objectives  include  achieving  an  85%  cure  rate  in  developing  nations  and  95%  cure  rate 
in  developed  nations,  with  a  70%  case  detection  rate.  Following  this  model,  an 
extensive  implementation  plan  was  developed  by  WHO  with  two  main  components:  1) 
operational  support  and  2)  research  and  development. 

In  the  area  of  operational  support,  the  goal  is  to  incorporate  the  most  current 
information  and  technologies  into  the  tuberculosis  control  programs  through  detailed 
tuberculosis  control  strategies  and  training.  The  strategies  include  target  setting, 
identification  of  priority  activities  and  evaluation  of  the  activities.  Training  also  provides 
a  focus  on  maintenance  of  on-going  training  programs  and  development  of  new 
courses. 

Research  and  development  activity  is  designed  to  bring  tuberculosis  back  to  the 
forefront  of  medical  research  after  two  decades  of  neglect.  The  research  will  focus  on 
the  development  of  new  treatment,  diagnosis  and  prevention  technologies.  Tools 
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currently  in  use  for  addressing  the  tuberculosis  problem  are  unchanged  from  those 
used  for  the  past  three  decades  and  they  are  manifestly  inadequate. 

In  1982,  a  Joint  Study  Group  of  the  WHO  and  lUATLD  pointed  out  the  need  for 
additional  research  on  tuberculosis,  stating  this  need  exists  in  developed  as  well  as 
developing  countries.  At  a  conference  in  June  1985  sponsored  by  the  Centers  for 
Disease  Control,  the  National  Institutes  of  Health  and  the  American  Thoracic  Society 
(medical  section  of  the  American  Lung  Association),  specific  research 
recommendations  were  developed.  Since  then,  several  working  conferences  have 
been  held  to  address  these  research  initiatives.  Funding,  however,  remains  a  critical 
roadblock  to  implementation  of  comprehensive  research  programs. 

Through  implementation  of  its  plan,  the  Worid  Health  Organization  hopes  to  initiate  a 
coordinated,  global  effort  to  eliminate  tuberculosis.  However,  to  be  successful,  WHO 
must  establish  and  maintain  strong  partnerships  with  member  nations  as  well  as 
nongovernmental  organizations. 

Recommendations 

Tuberculosis  is  an  infectious  disease  that  is  transmitted  without  regard  to  geographic 
or  governmental  boundaries.  Although  its  impact  in  the  United  States  is  large  and 
growing,  its  impact  on  a  global  basis  is  even  more  alarming.  Tuberculosis  prevention, 
control,  and  elimination  in  the  worid  setting  requires  a  strong  commitment  not  only 
from  organizations  such  as  WHO  and  the  American  Lung  Association,  but  also  from 
the  United  States,  already  a  recognized  worid  leader  in  the  fight  against  tut>erculosis. 
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The  World  Health  Organization  has  strengthened  its  tuberculosis  program  over  the 
past  several  years.  The  WHO  Tuberculosis  Programme  has  designed  ten  year  plan  to 
prevent  12  million  deaths  from  tuberculosis.  The  Plan  calls  for  aJI  countries  to  adopt 
the  WHO  TB  control  guidelines  and  for  most  countries,  to  double  the  amount  of 
resources  applied  to  controlling  TB.  To  meet  the  Plan  goals,  developing  countries 
would  have  to  target  an  additional  $250  million  to  national  tuberculosis  programs.  The 
Plan  also  calls  for  wealthy  nations,  combined,  to  provide  an  additional  $100  million  a 
year  directly  to  the  world's  poorest  countries.  To  meet  this  objective,  all  donor  nations 
would  need  to  devote  0.2  percent  of  their  foreign  aid  budgets  toward  controlling 
tuberculosis. 

A  major  concern  with  the  WHO  Plan,  however,  is  the  level  of  commitment  from  WHO. 
While  WHO  has  declared  a  global  tuberculosis  emergency,  the  first  such  emergency 
ever  declared,  it  continues  to  fail  to  provide  full  funding  for  its  tuberculosis  program. 
An  expenditure  of  $1 1  million  is  projected  for  the  current  year.  The  Regular  WHO 
budget  will  provide  only  $842,869  with  additional  resources  from  donor  nations 
bringing  the  total  commitment  to  $5,987,463~far  below  the  needed  resources. 
Worldwide  control  of  tuberculosis  requires  a  strong  and  fully  funded  program.  WHO 
should  be  encouraged  to  provide  additional  regular  budgetary  support  for  the 
tuberculosis  program. 

At  the  U.S.  Agency  for  Intemational  Development  the  situation  is  similar.  Several  Task 
Forces  and  Working  Groups  have  been  created  in  the  last  few  years  to  recommend 
activity,  however,  to  date  A.I.D.  remains  without  a  comprehensive  plan  to  address 
tuberculosis  in  developing  countries.  The  lUAT-LD  has  proposed  to  work  with  A.I.D.  to 
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establish  an  international  program  to  train  physicians  regarding  tuberculosis  control 
programs.  Tuberculosis  control  efforts  are  urgently  needed,  however,  there  are  few 
trained  health  care  professional  capable  of  undertaking  such  activity. 

This  Sut>committee  and  its  counterpart  in  the  Senate  have  requested  action  from  A.I.D. 
in  previous  fiscal  years.  We  encourage  the  Subcommittee  to  inquire  into  A.I.D.*s 
inaction  towards  the  global  health  crisis  presented  by  tuberculosis. 

in  the  United  States,  re-establishing  control  of  tuberculosis  within  our  own  borders 
requires  not  only  a  commitment  to  domestic  activity  but  international  activity  as  well. 
The  Centers  for  Disease  Control  and  Prevention  should  review  and  revise  the  Strategic 
Plan  for  the  Elimination  of  Tuberculosis  in  the  United  States  to  incorporate  activity  to 
address  the  problem  of  tuberculosis  in  the  foreign-born  including  additional 
international  cooperative/collaborative  activity  and  increased  support  for  programs  to 
treat  immigrants  with  tuberculosis. 

The  American  Lung  Association  is  committed  to  the  elimination  of  tuberculosis.  But  we 
cannot  succeed  without  the  firm,  unwavering  commitment  from  the  federal 
government. 

Thank  you  for  this  opportunity  to  comment. 
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Thursday,  March  30,  1995. 
BREAD  FOR  THE  WORLD 

WITNESS 

KATHLEEN   SELVAGGIO,   INTERNATIONAL  POLICY  ANALYST,  BREAD 
FOR  THE  WORLD 

Mr.  Callahan.  Ms.  Kathleen  Selvaggio?  Is  that  right. 

Ms.  Selvaggio.  Selvaggio  [pronouncing  differently]. 

Mr.  Callahan.  Selvaggio.  I  have  met  you  before. 

Ms.  Selvaggio.  That  is  right. 

Mr.  Callahan.  Grood  to  see  you. 

Ms.  Selvaggio.  Good  to  see  you,  too. 

Thank  you,  Mr.  Callahan,  for  the  opportunity  to  testify  before 
you  and  your  colleagues  today. 

I  represent  Bread  for  the  World.  Bread  for  the  World  is  a  Chris- 
tian citizens  movement  of  45,000  members  and  3,500  affiliated 
churches  nationwide,  who  are  committed  to  overcoming  hunger, 
both  in  the  United  States  and  overseas.  We  are  funded  entirely 
from  private  sources. 

In  a  world  where  food  is  plentiful  and  much  of  it  is  wasted,  it 
is  morally  unacceptable  that  children  die  or  their  lives  are  stunted 
by  chronic  hunger. 

Americans  spend  $190  billion  a  year  eating  out.  Surely  we  can 
spend  less  than  $3  billion  on  development  assistance  to  help  poor 
people  in  poor  countries  rise  to  a  level  of  basic  human  dignity. 

A  large  majority  of  Americans  share  these  priorities.  A  recent 
poll  conducted  by  the  University  of  Maryland  revealed  that  about 
three-quarters  of  Americans  agreed  that  the  U.S.  has  a  moral  re- 
sponsibility to  continue  helping  poor  nations. 

Moreover,  Americans  favored  increasing  programs  which  help 
children  and  poor  people  and  decreasing  military  aid  and  aid  to  the 
Middle  East. 

Because  of  our  priority  to  poor  people,  we  are  deeply  concerned 
about  recent  calls  for  slashing  foreign  aid,  often  singling  out  aid  to 
Africa. 

Now  that  democracy  and  peace  are  taking  hold  in  many  African 
countries,  we  must  not  walk  away.  Africa's  changing  political  envi- 
ronment and  recent  improvements  in  U.S.  development  programs 
means  that  the  United  States  is  getting  much  more  bang  for  the 
buck. 

But  there  is  also  compelling  self-interest  behind  promotion  of  de- 
velopment overseas.  It  creates  new  markets  for  U.S.  goods.  It  en- 
hances peace  and  stability.  It  stems  the  spread  of  environmental 
pollution  or  diseases  such  as  AIDS  that  do  not  stop  at  borders.  And 
by  preventing  humanitarian  crises  such  as  those  in  Somalia  or 
Rwanda,  it  can  save  money  and  American  lives. 

Therefore  we  urge  you  not  to  cut  development  and  humanitarian 
assistance  in  the  Fiscal  Year  1996  foreign  aid  budget,  and  we  par- 
ticularly urge  you  to  meet  the  following  recommendations. 

First,  maintain  funding  for  AID's  development  assistance  at  the 
Fiscal  Year  1995  level  of  $2.1  billion.  Within  that  amount,  main- 
tain funding  for  the  Development  for  Africa  at  $802  million  and  as 
separate  a  allocation. 
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We  believe  that  our  development  assistance  through  AID  has  had 
major  success  in  eradicating  smallpox,  saving  the  lives  of  3  million 
children  a  year,  and  helping  millions  of  small  entrepreneurs,  many 
of  them  women,  start  or  improve  their  own  businesses. 

Moreover,  AID  has  undertaken  policy  and  management  reforms 
that  are  reducing  waste  and  inefficiency,  placing  greater  emphasis 
on  results  and  relying  more  on  non-governmental  organizations. 
But  we  do  agree  that  the  agency  could  still  be  more  efficient,  better 
targeted  to  poor  people,  and  more  accountable. 

Second,  we  ask  you  to  maintain  funding  for  the  Inter-American 
Foundation  and  the  African  Development  Foundation  at  $31  mil- 
lion and  $17  million  respectively  by  channelling  small  grants 
through  local  non-governmental  organizations.  These  two  founda- 
tions are  excellent  in  promoting  grassroots  participatory  develop- 
ment. 

Third,  we  urge  you  to  approve  the  Administration's  request  for 
$27  million  to  reduce  bilateral  debts.  Crushing  debt  burdens  are  a 
major  obstacle  to  development  in  poverty  eradication,  especially  in 
Africa. 

In  Uganda,  where  one  out  of  five  children  die  before  the  age  of 
five,  the  Government  spends  five  times  as  much  on  debt  payments 
than  on  health  services. 

Fourth,  we  do  ask  you  to  approve  the  Administration's  request 
for  contributions  to  the  United  Nations  organizations  of  $424  mil- 
lion. Within  that  total,  we  especially  support  the  request  for  $103 
milHon  for  UNICEF,  $118  million  for  UNDP,  and  we  ask  that  the 
International  Fund  for  Agricultural  Development  be  allocated  $30 
million. 

We  want  to  draw  special  attention  to  IFAD,  the  latter  organiza- 
tion, which  works  in  about  100  developing  countries  to  increase 
food  production  and  improve  nutrition  among  small  farmers  and 
the  rural  poor.  Out  of  every  dollar  that  IFAD  spends,  84  cents  are 
delivered  to  the  poor. 

In  order  to  continue  its  activities  at  its  current  level,  the  United 
States  must  allocate  $30  million  this  year  to  maintain  its  current 
activities  and  in  keeping  with  the  pledge  made  by  the  Administra- 
tion in  its  negotiations. 

Now  the  total  aid  for  the  above  programs  amounts  to  less  than 
$3  billion.  That  is  a  very  minor  share  of  the  $13  billion  foreign  aid 
budget  and  a  minuscule  share  of  our  $1.6  trillion  entire  national 
budget.  In  fact,  it  comes  to  about  $15  per  U.S.  taxpayer  each  year. 

But  we  do  understand  that  you  face  very  severe  fiscal  restraints 
and  are  likely  to  cut  foreign  aid  spending.  Therefore,  we  really — 
we  suggest  that  you  direct  cuts  to  programs  which,  from  the  point 
of  view  of  hungry  and  poor  people,  are  lower  priority. 

We  ask  you  to  reduce  military  aid  and  the  economic  support 
funds.  With  the  Cold  War  several  years  behind  us,  there  is  less  and 
less  rationale  for  spending  almost  $6  billion  in  military  and  secu- 
rity aid.  And  we  urge  you  to  eliminate  remaining  military  and  se- 
curity assistance  to  Western  Europe. 

We  also  urge  you  to  review  the  military  and  security  aid  package 
to  the  Middle  East  in  light  of  the  historic  peace  agreement  between 
Israel  and  the  Palestinians. 
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Bread  for  the  World  has  submitted  with  our  testimony  a  proposal 
that  we  have  joined  with  other  organizations  that  lays  out  a  road- 
map  for  alternatives  for  present  uses  of  our  aid  in  the  Middle  East 
in  order  to  enhance  the  security  of  Israel  and  other  countries  in  the 
region,  and  we  urge  you  to  look  at  that. 

Second,  we  ask  you  to  eliminate  the  international  narcotics  con- 
trol. Despite  millions  spent  on  this  program,  there  is  no  evidence 
that  fewer  drugs  are  coming  into  the  United  States. 

Third,  we  ask  you  to  eliminate  the  IMF's  enhanced  structural  ad- 
justment facility.  This  program  has  often  increased  hardship  for 
the  poor,  provoked  social  and  political  unrest,  and  accelerated  envi- 
ronmental destruction. 

Mr.  Callahan.  We  are  going  to  have  to  accept  the  rest  of  it  en- 
tered into  the  record. 

Ms.  Selvaggio.  Okay. 

Mr.  Callahan.  Which  we  will  review.  And  we  do  appreciate  your 
statement,  and  we  will  insert  it  all. 

Thank  you  very  much. 

Ms.  Selvaggio.  Thank  you. 

[The  information  follows:] 
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Statement  to  House  Foreign  Operations  Subcommittee 
on  Foreign  Aid  Spending  for  FY  19% 

Kathleen  Selvaggio 

International  Policy  Analyst 

Bread  for  the  World 

March  3a  1995 


Mr.  Callahan,  thank  you  for  the  opportunity  to  testify  before  your  subcommittee 
today.  Bread  for  the  World  is  Christian  citizens'  movement  of  44,000  members  and  3,500 
affiliated  churches  who  are  committed  to  overcoming  hunger  both  in  the  United  States  and 
overseas.  We  are  funded  entirely  from  private  sources,  but  our  mission  is  to  press  for  U.S. 
public  policies  that  respond  to  the  needs  of  the  one  out  of  seven  people  in  the  world  who 
go  to  sleep  hungry  every  night  -  many  of  them  children. 

In  a  world  where  food  is  plentiful  and  much  of  it  is  wasted,  it  is  morally  unacceptable 
that  children  die  or  that  their  lives  are  stunted  by  chronic  hunger.  Americans  spend  $190 
billion  each  year  eating  out.  Surely  we  can  spend  less  than  $3  billion  on  development 
assistance  to  help  poor  people  in  poor  countries  rise  to  a  level  of  basic  human  dignity.  In 
Africa,  we  spend  less  than  $1  billion  -  less  than  $4  per  American  taxpayer  -  to  prevent 
crises  and  promote  food  security. 

Therefore,  we  believe  that  the  primary  purpose  of  foreign  aid  should  be  to  help 
people  living  in  poverty  in  their  struggle  to  become  self-reUant  and  full  participants  in  their 
societies.  Aid  should  increase  poor  peoples'  incomes  through  job  creation  and  access  to 
credit,  land  or  training;  improve  their  health  and  education  in  order  to  enhance  their  dignity 
as  well  as  their  productivity;  protect  the  natural  resources  on  which  they  often  depend  for 
income;  and  enhance  their  freedom  and  capacity  to  organize  on  their  own  behalf.  This 
approach  is  not  charity  or  welfare,  but  justice. 

A  large  majority  of  Americans  share  these  priorities.  A  recent  poll  conducted  by  the 
University  of  Maryland  revealed  that  abnost  three-quarters  of  Americans  agreed  that  the 
U.S.  has  a  moral  responsibility  to  continue  to  help  poor  nations.  Moreover,  among  the 
different  types  of  aid  programs,  Americans  favored  increasing  those  which  help  children  and 
poor  people,  and  decreasing  military  aid  and  aid  to  the  Middle  East. 

Because  of  our  priority  to  poor  people,  we  are  deeply  concerned  about  recent  calls 
for  slashing  foreign  aid,  often  singling  out  development  aid  to  Africa.  Africa  is  the  poorest 
region  of  the  world,  and  the  region  where  hunger  is  growing  most  alarmingly.  Moreover, 
for  decades  US  policy  fueled  military  conflicts  and  propped  up  dictators  who  suppressed 
democracy  and  thwarted  economic  growth.  Now  that  democracy  and  peace  are  taking  hold 
in  many  African  countries,  we  must  not  walk  away.    Plus,  Africa's  changing  political 
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environment  and  recent  improvements  in  U.S.  development  programs  mean  that  the  United 
States  is  getting  more  bang  for  its  buck. 

Besides  these  moral  and  practical  reasons,  there  is  ample  evidence  that  development 
aid  works.  Over  the  past  30  years  ago,  people  in  poor  nations  are  living  much  longer, 
earning  three  times  more  income,  have  more  access  to  health  services,  and  children  are 
much  more  likely  to  survive  and  to  be  enrolled  in  school.  Development  aid  has  been  a 
significant  contributing  factor  to  this  progress. 

But  there  is  also  a  compelling  self-interest  behind  promotion  of  development 
overseas.  By  raising  people's  living  standards,  it  creates  new  markets  for  U.S.  goods.  By 
encouraging  democracy  and  reducing  social  turmoil  rooted  in  poverty,  it  enhances  peace  and 
stability.  By  stemming  the  spread  of  enviroimientai  pollution  or  diseases  such  as  AIDS  that 
do  not  stops  at  borders,  it  protects  the  health  and  welfare  of  U.S.  citizens.  And  by 
preventing  himianitarian  crises  such  as  those  in  Somalia  and  Rwanda,  it  saves  money  and 
American  lives. 

Therefore,  we  urge  you  not  to  cut  development  and  humanitarian  assistance  in  the 
FY  1996  foreign  aid  budget  but  instead  to  reform  development  assistance  that  was  shaped 
by  the  Cold  War  toward  sustainable  development  and  poverty  reduction.  We  particularly 
urge  you  to  meet  the  following  recommendations  on  critical  accounts: 

1)  Maintain  fiinding  for  AID'S  development  assistance  at  the  FY  9S  allocation  of  $2.1 
billion.  Within  that  amount,  maintain  funding  for  the  Development  Fund  for  Africa 
at  $802  million  and  as  a  separate  allocation.  Our  development  assistance  through 
AID  has  sdready  major  success  in  eradicating  smallpox,  saving  the  lives  of  nearly  3 
million  of  children  each  year,  and  helping  millions  of  small  entrepreneurs  (most  of 
them  women)  start  or  improve  their  own  businesses.  The  Development  Fimd  for 
Africa  has  helped  to  dramatically  inaease  girls'  enrollment  in  primary  schools, 
enhance  food  security,  reduce  population  growth,  and  create  small  businesses. 
Moreover,  AID  has  undertaken  a  series  of  policy  and  management  reforms  that  are 
reducing  waste  and  inefficiency,  placing  greater  emphasis  on  results,  and  relying  more 
on  non-govenmiental  organizations.  But  we  agree  that  the  agency  could  be  still  be 
more  efficient,  better  targeted  to  poor  people's  needs,  and  more  accoimtable  to  U.S. 
taxpayers  as  well  as  to  poor  people  receiving  aid. 

2)  Maintain  funding  for  the  InterAmerican  Fomidation  and  the  African  Develcqiment 
Foundation  at  $31  million  and  $17  million  reflectively.  By  channeling  small  grants 
through  local  non-govenmiental  organizations  overseas,  these  two  foundadons  are 
excellent  in  promoting  grassroots,  participatory  development  They  stand  as  the  best 
examples  of  a  successful  U.S.  public-private  partnership  in  development.  For 
example,  in  Zimbabwe,  the  two  former  workers  in  a  furniture  company  started  their 
own  furniture  cooperative  with  assistance  from  the  African  Development  Foimdation. 
The  venture  has  become  extremely  profitable  and  has  created  local  jobs  and 
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improved  local  standards  of  living. 

3)  Approve  the  Administration's  request  for  $27  million  to  reduce  bilateral  debts. 

Crushing  debt  burdens  are  a  major  obstacle  to  development  and  poverty  eradication, 
especially  in  Africa.  In  Uganda,  where  one  out  of  five  children  die  before  the  age 
of  five,  the  government  spends  five  times  as  much  on  debt  payments  than  on  health 
services.  While  some  of  the  money  was  misused  by  corrupt  leaders,  some  of  it  was 
also  spent  on  ill-conceived  development  projects.  Falling  prices  for  commodities  and 
rising  interest  rates  in  the  1980s  have  made  the  debt  unpayable.  The  $27  million  will 
allow  the  United  States  to  write  down  about  ten  times  that  amount  in  debt  owed. 

4)  Approve  the  Administration's  request  for  contributions  to  United  Nations 
organizations  of  $425  million.  Within  this  total,  we  espedjilly  support  the  request  for 
$103  million  for  UNICEF  and  the  $118  million  for  United  Nations  £)evelopment 
Program  (UNDP).  We  also  urge  that  $30  million  be  allocated  to  the  International 
Fund  for  Agricultural  Development  (IFAD),  consistent  with  U.S.  pledges  in 
international  negotiations.  If  we  are  to  choose  global  engagement  over  isolationism, 
our  continued  participation  in  the  United  Nations  is  essential.  UNICEF  is  a  shining 
example  of  success  in  saving  children's  lives  and  improving  their  health  and  well- 
being.  Under  the  leadership  of  Gus  Speth,  UNDP  has  increased  its  efficiency  and 
cost-effectiveness  and  is  playing  a  key  role  in  reforming  and  coordinating  all  UN 
development  activities.  It  also  provides  indispensable  research  and  analysis  through 
its  annual  Human  Development  Report. 

We  want  to  draw  special  attention  to  IFAD,  which  works  in  over  100 
developing  countries  to  increase  food  production  and  improve  nutrition  among  small 
farmers  and  the  rural  poor.  Out  of  every  dollar  IFAD  spends,  84  cents  are 
delivered  to  the  poor.  Plus  every  dollar  it  invests  brings  an  additional  two  dollars 
from  goverrunents  and  other  financial  institutions.  In  order  to  continue  activities  for 
the  next  three  years,  the  United  States  must  allocate  $30  milUon  this  year  to  maintain 
IFAD  funding  at  current  levels,  in  keeping  with  the  pledge  made  by  the 
Administration  in  the  negotiations  for  IFAD's  foiuth  replenishment.  A  lesser  amount 
would  mean  that  we  have  negotiated  in  bad  faith  and  is  likely  to  set  off  a  chain 
reaction  among  other  donor  nations. 

Total  aid  for  the  above  programs  amounts  to  less  than  $3  billion  ~  a  minor  share  of 
the  $13  billion  foreign  aid  budget,  and  a  minuscule  share  of  the  $1.6  trillion  entire  national 
budget.  In  fact,  it  comes  to  about  $15  per  U.S.  taxpayer  each  year.  Yet  this  amount  of  aid 
focused  on  sustainable  development  and  poverty  reduction  can  mean  the  difference  between 
life  or  death,  or  between  hope  and  despair  for  millions  of  poor  men,  women  and  children. 

You  face  severe  fiscal  restraints  and  are  likely  to  cut  foreign  aid  spending. 
Therefore,  we  would  like  to  suggest  that  you  direct  cuts  to  programs  which,  &om  the 
standpoint  of  poor  and  hungry  people,  are  lower  priority.    We  urge  you  to: 
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1)  Reduce  military  aid  and  the  Economic  Support  Fund  (ESF).  With  the  Cold  War 
now  several  years  behind  us,  there  is  less  and  less  rationale  for  spending  almost  $6 
billion  in  military  and  security  aid  --  nearly  twice  as  much  as  bilateral  development 
assistance.  We  urge  you  to  eliminate  remaining  military  and  security  assistance  to 
Western  Europe.  We  also  urge  you  to  review  the  military  and  security  aid  package 
to  the  Middle  East,  in  light  of  the  historic  peace  agreement  between  Israel  and  the 
Palestinians  and  new  global  realities.  Bread  for  the  World  has  joined  with  other 
organizations  in  producing  'Toward  a  Safer  Future  for  the  Children  of  Abraham:  A 
Proposal  for  Rethinking  our  Aid  Package  to  the  Middle  East"  (copy  attached).  The 
proposal  lays  out  a  road  map  for  alternatives  to  present  levels  and  uses  of  aid  in 
order  to  enhance  the  security  of  Israel  and  other  coimtries  in  the  region. 

As  first  steps  down  that  road,  we  encourage  you  to  redirect  a  portion  of 
existing  security  assistance  to  initiadves  that  will  reduce  tension  and  promote 
dialogue  among  diverse  political,  ethnic,  and  religious  groups  in  the  region  --  for 
instance  through  educationjd  exchanges,  joint  research,  and  refugee  resettlement. 
We  also  encourage  you  to  end  the  practice  of  cash-flow  financing  to  Israel  and  Egypt. 
By  permitting  both  coimtries  to  order  weapons  now  in  the  expectation  that  they  will 
receive  future  aid  to  pay  for  them,  this  practice  locks  Congress  into  funding  military 
aid  at  today's  levels  for  four  to  five  years.  This  committee  should  end  the  practice 
now,  so  there  is  some  flexibihty  in  the  future  to  respond  to  the  changing  situation. 

2)  Rii'minatp.  the  International  Narcotics  Control  Program.  This  program  is  widely 
viewed  as  a  waste  of  our  scarce  aid  funds.  Despite  millions  spent  on  anti-narcotics 
efforts,  there  is  no  evidence  that  fewer  drugs  are  coming  into  the  United  States. 
Furthermore,  the  program's  emphasis  on  law  enforcement  and  military  approaches 
has  imdermined  the  promotion  of  human  rights  and  democracy  in  recipient  coimtries. 

3)  Pliminatp  the  IMFs  Enhanced  Structural  Adjustment  Facility  (ESAF).  The  ESAF 
was  created  to  benefit  low-income  countries  pursuing  "especially  vigorous  adjustment 
programs."  But  IMF  programs  have  too  often  increased  hardship  for  the  poor, 
provoked  social  and  political  unrest  and  accelerated  environmental  destructioiL  In 
addition,  many  countries  are  reluctant  to  use  ESAF  because  it  requires  such  severe 
austerity  conditions.  As  a  result,  ESAF  has  a  large  reserve  of  unused  funds. 

4)  Reduce  economic  aid  through  the  Special  Assistance  Initiatives  to  middle-income 
coimtries  in  Western  and  Eastern  Europe  and  the  former  Soviet  Union  —  or  consider 
transferring  it  to  the  Defense  Department  Cash  transfers  to  relatively  well-off 
countries  such  as  Ireland,  Greece  and  Poland  may  be  a  luxury  that  we  can  no  longer 
afford.  To  the  extent  that  this  aid  fulfills  security  purposes  by  enhancing  peace 
processes  or  helping  coimtries  in  their  transition  from  communism,  we  would  suggest 
that  these  accounts  are  more  appropriately  paid  fi'om  defense  spending,  rather  than 
foreign  aid. 
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S)  Reduce  trade  promotion  programs  -  the  Trade  and  Development  Agency,  the 
Overseas  Private  Investment  Corporation,  and  the  Export-Import  Bank  -  or  consider 
transferring  them  to  the  Commerce  Department  We  know  that  these  programs 
enjoy  broad  support  in  Congress.  But  since  they  provide  subsidies  to  American 
business  for  their  overseas  activities,  we  question  whether  they  belong  in  the  foreign 
aid  budget. 

The  United  States  and  its  allies  won  the  Cold  War.  Your  decisions  this  year  will 
have  a  strong  influence  on  the  future  of  post-Cold  War  international  aid,  because  other 
industrial  nations  are  likely  to  follow  the  U.S.  lead.  Now  that  we  no  longer  face  the  threat 
of  communism,  some  are  tempted  to  make  deep  cuts  in  aid  and  orient  what's  left  away  from 
poor  and  hunger  people.  But  that  would  create  enormous  hardship  and  will  fuel  violence, 
enviroimiental  destruction,  refugee  flows  and  other  problems  that  will  come  back  to  haimt 
the  United  States.  Bread  for  the  World  is  a  Christian  organization  and  we  beUeve  the 
Biblical  teaching  that  national  security  and  prosperity  depends  -  surprisingly  ~  on  justice 
toward  people  in  need. 

Mr.  Callahan,  you  and  your  fellow  Members  of  Congress  have  been  elected  to  have 
a  moral  vision  that  extends  beyond  your  own  districts  ~  and  beyond  U.S.  borders.  Please 
maintain  that  vision  as  you  make  decisions  on  the  FY  1996  foreign  aid  spending  bill.  Thank 
you  for  the  opportunity  to  testify. 
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Origin  of  the  Proposal 

This  proposal  has  been  drafted  by  a  study  group  composed  of  representa- 
tives of  the  religious,  private  voluntary,  and  advocacy  organizations  listed 
below.  The  proposal  was  developed  over  a  period  of  several  months 
during  which  the  group  reflected  on  the  issue  and  consulted  with  other 
interested  persons,  including  colleagues  in  the  region.  We  invite  reactions, 
comments  and  suggestions. 

Participants 
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Toward  A  Safer  Future  for  the 
Children  of  Abraham: 
A  Proposal  for  Restructuring 
U,S.  Aid  to  the  Middle  East 


For  decades  the  Arab-Israeli 
conflict  has  been  the  most  important 
factor  in  defining  U.S.  relations 
with  the  Middle  East.  Other 
important  policy  concerns  have 
been  preventing  Soviet  expansion- 
ism, protecting  the  security  of 
Israel,  and  securing  oil  supplies. 
The  policy  context  is  now  changing 
rapidly.  Globally,  the  Cold  War  has 
ended.  Regionally,  peace  negotia- 
tions are  well  under  way  between 
Israel  and  the  Palestinians,  and 
Israel  and  its  other  Arab  neighbors. 

The  bulk  of  U.S.  assistance  to 
the  Middle  East  has  been  provided 
to  Egypt  and  Israel  within  the 
framework  of  the  Camp  David 
Accords  since  their  signing  in  1 978. 
That  agreement  assumed  that  both 
countries  were  at  greater  risk  in  the 
region  because  they  took  the  lead  in 
peace  efforts.  Assistance  to  Egypt 
and  Israel  annually  amounts  to  $5. 1 
billion,  nearly  40  percent  of  total 
U.S.  foreign  aid.  All  of  the  aid  to 
Israel,  and  much  of  that  to  Egypt,  is 
in  the  form  of  cash  support  or 
military  assistance. 

After  reassessing  U.S.  aid  to  the 
Middle  East  in  the  context  of  the 
new  global  and  regional  realities, 
our  study  group  concluded  that  the 
Camp  David  Accords  are  no  longer 
an  adequate  framework  for  effec- 


tive U.S.  aid  to  the  region.  The  end 
of  the  Cold  War,  the  evolving 
Middle  East  Peace  process,  and  the 
ongoing  debate  among  policymakers 
about  reforming  foreign  aid  to 
emphasize  sustainable  development 
suggest  the  need  for  constructive 
and  creative  alternatives  to  present 
levels  and  uses  of  aid  in  the  Middle 
East.  Moreover,  total  U.S.  aid  is 
shrinking  while  new  demands  for 
assistance  are  rising,  in  the  Middle 
East  and  elsewhere.  This  reality 
makes  rethinking  aid  to  the  Middle 
East  all  the  more  imperative. 

The  framework  for  rethinking 
that  we  propose  treats  the  Middle 
East  as  an  integral  whole  and  has  as 
a  central  objective  to  support  and 
reinforce  the  Madrid  peace  process 
in  both  its  bilateral  and  multilateral 
dimensions.  Our  proposal  does  not 
anticipate  an  immediate,  complete 
restructuring  of  assistance  to  the 
region  but  rather  a  gradual  phase-in 
of  changes  over  a  period  of  time  as 
the  peace  process  progresses  and  as 
consciousness  of  the  advantages  of 
working  together  as  a  region  in- 
creases within  and  among  countries. 

What  we  propose  does,  how- 
ever, suggest  a  radically  different 
approach  from  the  current  practice, 
one  that  would  move  away  from 
country-by -country  allocations  to  a 
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regional  approach  in  which  pro- 
gram objectives  are  the  guiding 
principle  and  funds  are  allocated  to 
regional  entities,  nongovernmental 
organizations,  or  among  countries 
on  the  basis  of  how  best  to  achieve 
those  objectives. 

This  approach  would  result  over 
time  in  the  reduction  of  overall 
levels  of  assistance  for  Egypt  and 
Israel,  as  well  as  the  rejection  of 
recent  calls  for  increased  military 
aid  to  Jordan.  Yet,  we  believe  such 
changes  would  serve  the  best 
interests  of  those  governments  and 
people  and  all  others  in  the  region 
by  promoting  regional  cooperation, 
more  equitable  and  sustainable 
economic  growth  throughout  the 
area,  and  thereby  greater  stability 
within  and  among  countries. 

We  also  believe  that  U.S.  inter- 
ests in  the  Middle  East  are  best 
served  by  such  policies,  and  that 
pursuing  these  policies  is  the  only 
path  to  sustainable  peace  in  the 
region. 

Premises 

We  suggest  the  following  premises 
as  the  framework  for  reconfiguring 
U.S.  assistance  to  the  Middle  East: 

1 .  A  basic  cornerstone  of  any 
aid  package  for  the  Middle 
East  must  be  promotion  of 
peace  and  stability  in  and 
among  all  the  countries  of  the 
region. 

2.  Durable  peace  and  stability 
will  depend  on  a  variety  of 
factors,  among  them  military 
reductions,  sustainable  eco- 
nomic development,  respect 
for  human  rights  and  people's 
dignity,  and  greater  popular 
participation  in  governance. 


3.  Violent  and  extremist  chal- 
lenges to  the  status  quo  — 
whether  religious  or  secular- 
based  —  arise  out  of  concrete 
historical  circumstances,  in 
particular  economic  and 
social  failures  of  govern- 
ments; repressive  policies; 
uprootedness  derived  from 
rapid  urbanization,  unemploy- 
ment and  underemployment; 
the  erosion  of  traditional 
social  patterns;  and  the  denial 
of  political  participation. 
These  root  causes  must  be 
addressed,  or  extremism  will 
likely  increase. 

4.  Setting  in  motion  a  process  of 
regional  cooperation  and 
integration  is  important  both 
to  consolidating  the  peace 
process  by  promoting  im- 
proved relationships  among 
the  peoples  and  governments 
of  the  area,  and  to  finding 
effective  solutions  to  regional 
development  problems. 
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Objectives  of  Restructured 
Aid  to  the  Middle  East 

We  suggest  that  an  alternative 
approach  to  aid  for  the  region 
should  serve  the  following  four 
objectives: 

1.  Promote  confidence-building 
for  peace  and  stability; 

2.  Achieve  military  reductions; 

3.  Promote  sustainable  develop- 
ment and  open  political 
systems;  and 

4.  Encourage  regional  coopera- 
tion and  integration. 

This  alternative  approach  must 
coincide  with  what  the  people  of 
the  region  are  calling  for,  must 
support  indigenous  values,  benefit 
those  most  in  need  (not  Just  elites), 
and  promote  regional  stability  and 
economic  growth. 

Possible  Components  of  a 
Restructured  Middle  East 
Aid  Package 

The  following  is  neither  an  exhaus- 
tive nor  a  definitive  list  of  ways  the 
U.S.  might  constructively  pursue  the 
four  objectives  cited  above.  The 
most  crucial  factor  in  determining 
what  activities  should  be  under- 
taken is  that  they  be  defined  by  the 
people  in  the  region. 

This  proposal  is  illustrative  and 
based  on  our  own  analysis  of  needs 
and  on  what  we  have  heard  ft-om 
Middle  East  colleagues.  It  assumes 
that  the  United  States  will  cooperate 
with  other  donors  in  providing 
assistance  to  the  region. 


/.  Promote  confidence- 
building  for  peace  and 
stability 

In  view  of  past  hostilities  and 
continuing  tensions  among  diverse 
political,  ethnic,  and  religious 
groups  in  the  region,  initiatives  that 
break  down  suspicion  and  promote 
dialogue  among  diverse  groups  will 
be  crucial  to  building  a  sustainable 
peace.  We  propose  that  the  U.S. 
provide  economic  support  for: 

•  The  efforts  of  non-governmen- 
tal organizations  in  the  region, 
including  peace  groups,  religious 
institutions,  human  rights  groups, 
labor  unions,  professional  organiza- 
tions, and  others  to  facilitate  dia- 
logue between  diverse  groups,  with 
the  objective  of  encouraging 
peoples  in  the  region  to  live  to- 
gether in  harmony  and  in  mutually 
supportive  communities. 

•  Agreements  by  the  relevant 
parties  directed  toward  removing 
tension-producing  factors  in  any 
given  community,  such  as: 

—  withdrawal  of  national 
military  forces  from  occupied 
lands  (West  Bank,  south  Leba- 
non, and  the  Golan  Heights); 

—  resettlement  of  refiigees  to 
mutually  agreed  locales;  and 

—  resettlement  of  Israeli 
settlers  from  the  West  Bank. 
Gaza  Strip  and  Golan  Heights. 

•  Measures  designed  to  facilitate 
mutual  cooperation,  such  as: 

—  new  educational  curricula 
for  Israeli  and  Palestinian 
schools,  based  on  a  less  stereo- 
typed image  of  each  people; 

—  living-learning  experiences, 
such  as  Israeli/Palestinian 
camps  for  children; 
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—  joint  education,  research, 
and  study  projects  in  Palestine, 
Israel,  and  abroad;  and 
— joint  teacher-training 
projects,  medical  exchanges, 
and  vocational  projects. 

2.  Achieve  military  reductions 

We  readily  acknowledge  the  many 
difficulties  inherent  in  achieving 
arms  reductions  in  the  region  —  the 
competition  among  Iran,  Iraq,  and 
Saudi  Arabia  for  arms  in  their 
struggle  to  control  the  Persian  Gulf; 
the  role  of  China  in  arms  sales  and 
its  wariness  of  arms  restraint 
agreements;  the  role  of  North  Korea 
in  providing  missile  technology; 
and  the  eagerness  of  the  U.S.  itself 
to  export  arms  to  improve  our  trade 
balance  and  protect  jobs  in  arms 
industries.  Nonetheless  the  milita- 
rization of  the  Middle  East  is  an 
issue  of  such  importance  that  it  must 
be  addressed  in  any  serious  pro- 
posal for  promoting  sustainable 
peace  and  development  in  the 
region. 

Military  spending,  especially  for 
arms  imports,  has  badly  damaged 
the  economies  of  all  the  nations  of 
the  region  since  all  devote  a  consid- 
erable portion  of  GNP  (on  average 
1 5  percent)  to  maintaining  and 
equipping  their  military.  Even  oil- 
rich  Saudi  Arabia  has  gone  into 
debt  to  pay  its  weapons  bills,  and  is 
unable  to  fund  regional  develop- 
ment initiatives.  Such  spending  has 
not  increased  security  but  simply 
enabled  countries  to  keep  pace  in  an 
upward-spiralling  arms  race. 

Moreover,  with  progress  in  the 
peace  talks,  security  concerns  to 
some  extent  diminish.  New  efforts 


are  needed  to  determine  what  level 
of  military  expenditure  is  sufficient 
to  provide  security  and  what  reduc- 
tions might  be  made  without  endan- 
gering the  security  of  any  of  the 
countries  in  the  region. 

We  therefore  call  upon  the  U.S. 
government  to  give  high  priority  to 
exploring  options  for  military 
reductions  in  the  Middle  East.  To 
do  so  will  require  both  diplomatic 
engagement  and  modification  of  aid 
practices,  beginning  with  a  clear 
U.S.  policy  commitment  to  restrain 
arms  sales  to  countries  in  the 
region.  We  propose  these  steps: 

•  Use  the  successful  model  of  the 
Conventional  Forces  in  Europe 
talks  to  identify  possible  mutual 
reductions  in  forces  and  spending. 
The  Administration  should  encour- 
age behind-the-scenes  discussions 
in  which  countries  identify  the 
components  of  their  neighbors' 
military  forces  that  they  find  par- 
ticularly threatening  and  then  seek 
an  agreement  making  mutual  cuts. 

•  Call  on  other  suppliers  (meaning 
in  most  cases  only  the  other  four 
permanent  members  of  the  UN 
Security  Council:  Britain.  France, 
Russia  and  China)  to  join  in  a  five- 
year  ban  on  sales  and  deliveries  of 
major  military  equipment  to  the 
region.  This  would  stop  the  leading 
cause  of  the  spiral  of  arms  spending 
in  the  region,  and  give  negotiators 
enough  time  to  construct  a  new 
security  framework  based  on  mutual 
force  reductions.  The  United 
States,  as  by  far  the  largest  arms 
supplier  to  the  region,  should  exert 
leadership  in  this  effort. 

•  Once  regional  agreements  on 
military  reductions  are  in  place, 
phase  down  security  aid  and 
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devote  some  of  those  resources  to 
economic  development  programs. 
•  End  cash-flow  financing  that 
uses  today's  military  aid  to  order 
tomorrow's  weapons.  Since  the 
mid- 1 980s  Egypt  and  Israel  have 
been  permitted  to  order  weapons 
that  cost  far  more  than  the  foreign 
aid  they  have  been  granted.  This 
has  been  done  in  the  expectation 
that  more  aid  will  be  made  avail- 
able by  Congress  in  succeeding 
years,  when  the  weapons  are 
delivered  and  the  bills  come  due. 
Each  year's  military  aid  level 
simply  pays  the  ""cash-flow"  needed 
to  keep  up  with  bills  for  deliveries 
from  previous  years'  orders.  By 
committing  succeeding  congresses 
to  make  appropriations  for  four  or 
more  years  to  cover  the  bills  for  the 
orders  placed  with  this  year's  aid, 
cash-flow  financing  severely  limits 
the  ability  of  U.S.  planners  to 
restructure  aid  to  the  Middle  East. 

3.  Support  sustainable 
development  initiatives  within 
the  countries  of  the  region 

One  of  the  most  serious  threats  to 
building  sustainable  peace  and 
stability  in  the  region  is  the  eco- 
nomic despair  and  hopelessness  of 
somany  of  its  people.  One  out  of 
four  people  lives  in  poverty.  Only 
57  percent  of  adults  are  literate, 
partly  as  a  result  of  low  female 
literacy  (45  percent)  associated 
with  the  low  economic  and  social 
status  of  women  in  much  of  the 
region.  One  out  of  five  children  is 
underweight.  Seventy-nine  percent 
of  people  have  access  to  safe  water, 
but  only  62  percent  have  access  to 
sanitation.  On  average,  women  in 
the  Middle  East  bear  4.9  children. 


more  than  in  all  other  developing 
regions  except  Sub-Saharan  Africa. 
The  Gulf  War  left  a  growing  number 
of  refugees,  of  which  some  five 
million  —  the  second  highest 
regional  concentration  after  Africa 
—  are  dependent  on  food  aid.  Yet 
only  1 3  percent  of  all  economic  aid 
to  the  region  currently  is  spent  on 
basic  education,  primary  health 
care,  safe  drinking  water,  sanitation, 
nutrition  and  family  planning. 

We  suggest  that  high  priority  be 
given  to  the  following  types  of 
initiatives,  designed  in  close  con- 
sultation with  the  people  of  the 
region  and  based  on  their  priorities: 

•  Support  for  human  develop- 
ment, such  as  basic  education,  child 
survival  activities,  and  primary 
health  care  and  family  planning. 
Consideration  should  also  be  given 
to  supporting  secondary,  university, 
and  technical  education  —  both  in 
the  governmental  and  non-govern- 
mental sectors. 

•  Institution-building  support 
that  will  strengthen  civil  society  by 
increasing  the  problem-solving 
capacity  of  community  groups  and 
non-governmental  institutions. 
Some  areas  of  the  Middle  East  — 
Israel,  Jordan,  and  Palestine  —  are 
rich  in  non-governmental  organiza- 
tions (NGOs);  in  other  countries 
NGOs  are  weak,  constrained  or 
almost  non-existent.  Where  they 
exist,  NGOs  serve  as  fora  where 
people  come  together  to  resolve 
problems  and  address  practical 
issues  such  as  health  care,  job 
creation,  education,  rehabilitation 
of  the  handicapped,  and  the  provi- 
sion of  agricultural  inputs. 

Growth  of  such  vibrant  groups 
and  institutions  should  be 
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encouraged;  where  constrained, 
they  should  be  allowed  to  develop 
in  freedom.  Thus  it  is  also  impor- 
tant that  policy  environments  — 
for  example,  open  and  accessible 
political  systems  —  be  created  in 
which  these  organizations  can 
function  freely  and  operate  with 
independence.  We  urge  the  U.S.  to 
hold  Middle  East  governments 
accountable  to  international  stan- 
dards on  human  rights  and  to  en- 
courage them  to  establish  favorable 
policy  environments  for  civil 
society.   Any  aid  flowing  to  indi- 
vidual governments  should  be 
linked  to  respect  for  human  rights. 
•  Community-level  support  for 
small  businesses  (micro-enter- 
prise) and  small  farmers,  and  for 
essential  services  necessary  to  spur 
job  creation  and  increase  the 
economic  power  of  local  communi- 
ties. 

To  promote  this  goal,  the  U.S. 
should  support  a  variety  of  initia- 
tives with  defined  objectives, 
including: 

—  providing  credit  to  small 
enterprises  or  coojseratives 
through  various  indigenous 
institutions, 

—  stimulating  the  adoption  of 
improved,  environmentally 
sound  production,  quality 
control,  packaging,  marketing, 
and  management  practices,  and 

—  supporting  the  growth  of 
associations  to  serve  as  effec- 
tive advocates  of  just  and 
sustainable  development. 

Also,  for  the  private  sector  to 
serve  the  people,  there  must  be  a 
policy  framework  in  which  small 
businesses  can  function  without 
undue  government  interference  or 


market  concentration  —  namely,  a 
legal  and  regulatory  environment 
that  supports  private  and  community 
initiative  and  that  protects  the 
public  interest  in  areas  such  as 
health,  safety,  and  the  environment. 
Particularly  constraining  to  entre- 
preneurial activities  are  perceived 
barriers  to  entry,  restrictions  on  the 
movement  of  people  and  goods,  and 
insecurity  about  property  rights.  A 
legal  system  that  protects  personal 
rights  as  well  as  property  rights 
also  needs  to  be  put  in  place. 

Some  coimtries  in  the  Middle 
East  have  made  great  progress  in 
assuring  this  policy  context.  Others 
have  not.  Accordingly,  the  U.S. 
should  enter  into  policy  dialogue 
with  countries  in  the  latter  category. 

4.  Support  initiatives  to 
strengthen  national  economies 
and  encourage  regional 
economic  integration 

Successftil  development  as  well  as 
sustainable  peace  depend  on  re- 
gional cooperation  to  establish  a 
basis  for  a  shared  existence,  stimu- 
late economic  growth,  and  protect 
the  natural  resource  base. 

Regional  cooperation  is  impor- 
tant both  as  a  means  for  solving 
regional  problems  and  in  itself,  as  a 
process  by  which  people  and 
countries  in  the  region  can  learn  to 
work  together  in  mutually  support- 
ive ways. 

The  Arab-Israeli  conflict  has  had 
a  devastating  economic  impact  in 
much  of  the  region.  In  addition  to 
diverting  resources  to  military 
purposes,  the  conflict  has  generated 
a  myriad  of  economic  restrictions 
and  regulations,  boycotts,  closed 
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borders,  and  other  actions  that  have 
prevented  or  distorted  economic 
relations  within  the  region.  The 
peace  process  provides  an  opportu- 
nity both  for  integrating  Israel 
economically  into  the  region  and  for 
stimulating  increased  trade  and 
other  economic  relationships  among 
the  Arab  countries. 

Economists  point  out  that  the 
assets  of  countries  in  the  region 
complement  each  other  to  some 
extent,  in  terms  of  availability  of 
capital  and  labor,  agricultural  and 
manufacturing  capacity,  and  natural 
resource  endowment.  These 
complementary  endowments  offer 
important  opportunities  for  more 
efficient  use  of  resources,  expan- 
sion of  regional  markets,  and  joint 
production  enterprises  or  environ- 
mental conservation  activities.  In 
support  of  harmonizing  economic 
relations  within  the  region,  a 
combination  of  judicious  use  of  aid 
resources  and  creative  diplomacy 
are  in  order.    Some  possibilities 
include  the  following: 
•  Support  regional  development 
institutions,  as  determined  by  the 
countries  in  the  region.    Support 
might  take  the  form  of  strengthening 
existing  institutions  (such  as  the 
Arab  Fund  for  Economic  and  Social 
Development)  or  creating  a  regional 
development  bank,  as  well  as 
providing  resources  for  develop- 
ment activities  undertaken  by  those 
institutions.  A  regional  develop- 
ment institution  could  serve  both  as 
a  mechanism  for  mobilizing  and 
channeling  external  resources  to  the 
region  and  as  a  locus  in  which 
countries  could  work  together  to 
solve  regional  development  prob- 
lems. Among  other  tasks,  such  an 


institution  could  help  finance  post- 
conflict  economic  reconstruction. 

•  Support  regional  infrastructure 
initiatives,  such  as  water  resource 
development  and  management, 
electric  power  grids,  highways, 
ports,  and  communications  systems. 
There  is  broad  agreement  that  water 
resource  development  and  manage- 
ment must  be  a  top  regional  priority. 
In  an  area  where  most  countries 
already  suffer  water  scarcity  and 
where  the  population  is  expected  to 
double  in  the  next  40  years,  sustain- 
able economic  development  and 
long-term  political  stability  are  both 
closely  linked  to  availability  of 
water. 

Financial  and  technical  re- 
sources will  be  needed  for  initia- 
tives to  increase  the  supply  of 
water,  as  will  diplomatic 
encouragement  of  regional  agree- 
ments to  regulate  water  use.    Such 
regional  infrastructure  initiatives 
would  serve  to  strengthen  links 
among  countries  in  the  area. 

•  Support  the  development  of 
regional  trading  and  labor  ex- 
change blocks  (like  that  of  Benelux 
involving  Belgium,  the  Netherlands, 
and  Luxembourg).  The  peace 
process  opens  up  the  possibility  of 
lifting  restrictions  and  encouraging 
the  free  flow  of  trade,  capital  and 
labor  across  borders  in  the  Middle 
East,  in  view  of  the  fact  that  econo- 
mies complement  each  other  in 
important  respects,  working  toward 
the  Benelux  model  offers  significant 
opportunities  for  strengthening 
economically  both  the  region  as  a 
whole  and  also  the  national  econo- 
mies of  individual  countries. 

•  Support  activities  to  protect 
natural  resources.  The  Middle 
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East  has  the  lowest  proportion  of 
arable  land  —  4.5  percent  of  total 
land  area  —  of  any  region  of  the 
world.  It  also  has  the  smallest 
forest  area  —  4  percent  of  total 
land  area  —  yet  the  highest  annual 
rate  of  deforestation  of  any  region. 
It  has  the  least  amount  of  renewable 
water  resources  per  person,  yet  it 
withdraws  68  percent  of  its  renew- 
able fresh  water  resources  annually, 
again  more  than  any  other  part  of  the 
world. 

Tensions  in  the  Middle  East  have 
resulted  in  intense  competition  over 
natural  resources,  with  no  inte- 
grated management  of  natural 
resources  or  conservation  planning. 
Joint  action  is  sorely  needed  to: 
protect  and  manage  dwindling 
resources,  especially  water;  com- 
bat desertification;  fight  pollution, 
of  air  and  water;  address  popula- 
tion pressures;  and  protect  the 
animal  and  plant  life  of  the  region. 
•  Support  projects  promoting  joint 
production  in  agriculture  and/or 
manufacturing  and  joint  tourism. 
Such  initiatives  provide  important 
opportunities  for  strengthening  the 
region  economically  and  the  na- 
tional economies  of  individual 
countries,  as  well  as  for  encourag- 
ing peoples  and  governments  to 
work  together  for  mutual  benefit. 


domestic  and  international,  in 
support  of  some  of  the  kinds  of 
activities  outlined  here.  Also,  if 
cutbacks  in  defense  spending  can  be 
achieved  by  the  countries  in  the 
region,  additional  government 
resources  could  be  devoted  instead 
to  economic  and  social  develop- 
ment programs.  Neither  source  is 
likely  to  generate  the  levels  of 
resources  needed  in  the  short-  to 
medium-term,  however,  nor  would 
resources  necessarily  be  directed  in 
adequate  proportions  toward  all 
needs. 

We  believe  it  is  in  the  U.S. 
interest  to  contribute  financially  as 
well  as  diplomatically  to  a  smooth 
transition  to  sustainable  peace  and 
development  in  the  Middle  East. 
Unfortunately,  however,  this  oppor- 
tunity arises  at  a  time  when  U.S. 
foreign  aid  resources  are  growing 
scarcer.  Significant  amounts  of  new 
aid  resources  for  those  purposes  are 
unlikely  to  be  available.  The 
members  of  our  study  group  have 
therefore  concluded  that  restructur- 
ing aid  to  the  Middle  East  must 
quickly  become  a  policy  priority. 
We  hope  this  proposal  will 
stimulate  and  contribute  to 
that  restructuring. 


Conclusion 

While  some  of  the  objectives  and 
initiatives  discussed  in  this  pro- 
posal could  be  achieved  through 
active,  creative  diplomacy,  others 
will  require  significant  financial 
resources.  Progress  toward  peace 
in  the  region  would  undoubtedly 
generate  new  private  investment. 
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Thursday,  March  30,  1995. 
AMERICAN-EGYPTIAN  CHAMBER  OF  COMMERCE 

WITNESS 

JAMES  T.  SHEA,  EXECUTIVE  DIRECTOR,  AMERICAN-EGYPTIAN  CHAM- 
BER OF  COMMERCE 

Mr.  Callahan.  Mr.  Shea? 

Mr.  Shea.  Good  afternoon,  Mr.  Chairman  and  Mr.  Wilson. 

I  would  like  to  thank  you  for  the  opportunity  to  testify  before  the 
subcommittee  today  on  the  issue  of  U.S.  economic  aid  to  Egypt. 

My  name  is  Jim  Shea,  and  I  am  here  in  my  capacity  as  the  Exec- 
utive Director  of  the  American-Egyptian  Chamber  of  Commerce, 
AmCham  Egypt-US,  which  is  an  organization  of  U.S.  and  Egyptian 
companies  promoting  increased  investment  and  commerce  between 
our  two  nations. 

This  is  a  year  when  the  U.S. -Egyptian  Partnership  for  Economic 
Growth  and  Development,  the  so-called  Gore/Mubarak  initiative,  is 
showing  significant  progress  in  Egypt's  private  sector  with  the  sig- 
nificant U.S.  support  in  the  aid  program,  which  is  beginning  to 
grow  at  a  faster  rate. 

I  urge  that  the  subcommittee  carefully  consider  the  progress 
being  made  before  it  makes  determinations  on  any  potential  reduc- 
tions in  aid  to  Egypt. 

Mr.  Chairman,  if  I  could  put  it  reasonably  bluntly:  Yes,  we  are 
here  to  support  the  current  funding  levels  for  Eg3rpt,  and  yes,  we 
support  full  earmarks  for  those  levels. 

We  believe  that  in  this  budget  year,  any  program  without  an  ear- 
mark will  face  Draconian  cuts  within  the  Administration. 

We  support  full  funding  for  three  simple  reasons,  because  it  is 
critical  to  the  growth  of  a  full-fledged  private  sector  in  Egypt,  be- 
cause the  U.S. -Egyptian  partnership  presents  a  real  opportunity 
for  creating  a  self-sustaining  commercial  relationship  between  our 
two  countries,  and  because  U.S.  aid  and  U.S.  private  sector  involve- 
ment are  essential  to  the  success  of  President  Mubarak's  economic 
reform  program. 

AmCham  Egypt-U.S.  is  a  relatively  new  organization  in  Wash- 
ington, but  our  roots  go  back  about  a  dozen  years.  Throughout  the 
1980s,  our  sister  organization  in  Egypt,  the  American  Chamber  of 
Commerce  in  Egypt,  AmCham  Egypt,  served  as  the  leading  Egyp- 
tian private  sector  organization  promoting  closer  economic  ties  be- 
tween the  two  countries.  AmCham  Egypt  served  and  continues  to 
serve  as  the  interface  between  the  U.S.  companies  involved  in  the 
Egyptian  market  and  their  Egyptian  counterparts. 

Over  the  years  AmCham  has  been  frustrated  by  the  fact  that  too 
many  of  its  American  members  and  too  many  of  the  American  com- 
panies in  Egypt  were  either  mega-companies  who  have  offices  ev- 
erjrwhere  in  the  world  or  companies  whose  presence  in  Egypt  de- 
pended on  the  aid  programs. 

There  was  a  lack  of  permanent  involvement  by  small  and  me- 
dium-sized U.S.  companies  in  Egypt,  and  the  member  companies  of 
AmCham  Egypt  realized  that  the  only  way  to  generate  that  in- 
volvement was  through  and  organization  in  Washington.  Thus  the 
idea  for  AmCham  Egypt-U.S.  was  bom. 
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Our  primary  concern  in  the  subcommittee,  Mr,  Chairman,  is  that 
procedure  of  foreign  aid  reform  and  the  restructuring  of  foreign  aid 
funding  does  not  undermine  progress  being  made  at  the  present 
time  in  the  Egyptian  economy  and  helps  to  promote  the  kind  of  eco- 
nomic reform  in  Egypt  which  truly  frees  up  the  private  sector. 

The  procedure  has  begun.  Under  the  U.S.-Egyptian  partnership, 
a  President's  Council  of  business  leaders  from  both  countries  will 
seek  to  enhance  the  communication  between  the  two  private  sec- 
tors. It  will  consist  of  15  American  companies,  15  Egyptian  compa- 
nies, and  through  meetings  with  the  two  Governments  will  help 
bring  a  broader  understanding  of  the  reforms  that  are  needed  in 
Egypt. 

If  we  have  one  predominant  concern  about  the  aid  program  and 
the  funding  levels,  it  is  the  fact  that  right  now  in  the  Congressional 
debate,  too  little  attention  is  being  paid  to  the  programmatic  im- 
pact of  restructuring  and  potentially  of  reducing  U.S.  foreign  aid 
programs  worldwide. 

The  decision  on  whether  or  not  to  shift  the  Agency  for  Inter- 
national Development  into  the  State  Department  is  not  one  that  we 
comment  on,  because  we  consider  that  a  polic3rmakers  choice  and 
not  one  for  aid  recipients  to  worry  about. 

But  the  decision  of  whether  to  close  missions  or  downsize  AID 
missions  is  very  important  to  us,  for  it  is  the  AID  missions  that 
disburse  the  funding  to  the  companies  that  are  the  contractors. 
How  that  is  done  could  have  a  very  dramatic  on  U.S.  companies 
and  contractors. 

The  current  AID  mission  has  660  people  on  its  staff.  One  House 
authorizing  staffer  with  whom  I  have  discussed  AID  reform  has 
suggested  that  330  is  a  good  number.  A  Senate  staffer  has  sug- 
gested 110  is  a  good  number. 

Our  concerns  arise  not  from  the  fact  of  what  level  we  end  up 
with,  but  the  fact  that  these  numbers  come  more  out  of  somebody's 
hat  than  they  come  from  a  serious  analysis  of  what  staffing  level 
would  be  appropriate  for  the  mission. 

A  second  concern  is  where  AID  for  Egypt  is  going  to  end  up  when 
you  are  funding  the  program,  if  Congress  proceeds  to  move  the  pro- 
gram. In  one  reform  plan,  the  Helms  plan,  some  of  AID's  funding 
for  Egypt  would  transfer  over  to  State,  and  some  of  it  would  go  to 
a  new  International  Development  Foundation. 

This  is  not  a  good  idea.  We  are  very  concerned  about  losing  the 
concept  driving  an  AID  program  in  Egypt  and  an  AID  development 
strategy  in  Egypt.  The  dialogue  between  AID  and  the  Government 
of  Egypt  on  economic  reform  and  on  AID  funding  is  an  important 
piece  of  the  economic  dialogue  between  the  two  countries.  It  should 
not  be  split  apart  simply  because  each  of  the  many  projects  being 
funded  does  not  necessarily  fit  into  one  of  the  new  boxes  being 
drawn  in  reforming  the  AID  programs. 

We  support  maintaining  the  overall  Egypt  AID  program  in  one 
box,  whatever  that  box  ends  up  being. 

Finally,  we  support  privatization  in  Egypt.  We  believe  that  the 
focus  should  be  as  much,  however,  on  private  sector  growth  as  it 
is  on  privatization. 

The  dramatic  grown  in  China  has  not  occurred  because  Govern- 
ment enterprises  have  been  privatized;  it  is  because  of  a  booming 
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private  sector.  That  is  because  they  have  focused  on  private  sector 
growth  more  than  on  privatization. 

Thanks,  Mr.  Chairman.  Thanks  for  the  opportunity. 

[The  information  follows:] 
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AmCham  Egypt-U.S. 

The  American-Egyptian  Chamber  of  Commerce 

An  Affiuatc  op  the  American  Chamber  or  Commerce  in  Coy^t 


TESTIMONY  OF  JAMES  T.  SHEA, 

EXECUTIVE  DIRECTOR, 

AMCHAM  EGYPT-U.S. 

before  the  House  Foreign  Operations  Subcommittee 
March  30,  1995 

I  would  like  to  thank  you,  Mr.  Chairman,  for  the 
opportunity  of  testifying  before  the  Subcommittee  today 
on  the  issue  of  U.S.  economic  aid  programs  in  Egypt.  My 
neuae  is  Jim  Shea,  and  I  am  here  today  in  my  capacity  as 
Executive  Director  of  the  American-Egyptian  Chamber  of 
Commerce  —  AmCham  Egypt-U.S.  —  an  organization  of  U.S. 
and  Egyptian  companies  promoting  increased  trade, 
investment  and  commerce  between  our  two  nations.  This  is 
a  year  of  tremendous  potential  change  in  U.S.  foreign  aid 
programs  and  in  the  very  structure  of  foreign  aid 
funding.  Looking  at  the  ongoing  Reinventing  Government 
initiatives  in  the  Administration,  and  the  proposals 
under  consideration  in  the  House  and  Senate  authorizing 
committees,  it  is  clear  that  change  is  coming  to  aid 
programs,  including  in  Egypt.  Even  if  we  can  prevent 
reductions  in  the  foreign  aid  levels  for  Egypt,  the 
proposed  restructuring  of  AID  will  have  dramatic  impact 
on  how  economic  aid  is  managed  and  spent.  At  the  same 
time,  this  is  also  a  year  when  the  U.S. -Egypt  Partnership 
for  Economic  Growth  and  Development,  the  so-called  Gore- 
Mubarak  Initiative,  is  showing  significant  progress,  and 
Egypt's  private  sector,  with  significant  U.S.  support,  is 
beginning  to  grow  at  a  faster  rate.  I  urge  that,  as 
Congress  reviews  the  future  of  aid  to  the  Middle  East,  it 
carefully  consider  the  progress  being  made  and  the  impact 
of  any  potential  changes  to  the  program. 
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Why  we  support  aid  to  Eavot 

Mr.  Chairman,  we  are  here  today  in  support  of  U.S.  economic 
aid  to  Egypt.  Yes,  we  support  the  current  funding  levels  for  the 
program,  and  yes,  we  support  full  earmarks  of  those  levels.  We 
believe  that  in  this  budget  year,  any  program  without  an  earmark 
will  face  draconian  cuts.  We  support  full  funding  for  three  simple 
reasons:  because  it  is  critical  to  the  growth  of  a  full-fledged 
private  sector  in  Egypt;  because  the  U.S. -Egypt  Partnership 
presents  real  opportunity  for  creating  a  self-sustaining  commercial 
relationship  between  our  two  countries;  and  because  U.S.  aid  and 
U.S.  private  sector  involvement  are  essential  to  the  success  of 
President  Mubarak's  ongoing  economic  reform  program. 

I  would  like  to  make  an  important  distinction  from  the  start, 
Mr.  Chairman.  We  support  the  peace  process,  but  I  am  not  here  to 
argue  the  politics  of  aid  funding,  or  to  argue  that  cutting  aid  to 
the  Middle  East  will  send  some  "wrong  signal"  to  the  participants 
in  the  peace  process.  "Signals"  are  not  what  you  should  be  focused 
on  in  determining  funding  levels  in  the  region.  What  is  true, 
however,  is  that  money  is  driving  the  peace  process,  and  commerce 
—  between  U.S.  companies  and  the  region,  and  within  the  region 
itself  —  is  the  life  blood  of  the  peace  process.  There  are  not 
enough  public  sector  funds  available  to  fund  such  development,  and 
only  the  integral  participation  of  the  private  sector  —  within  the 
region,  and  from  the  U.S.  and  other  developed  nations  —  can  make 
that  process  successful.  It  is  the  economic  needs  of  the  region 
that  are  bringing  the  players  together  to  negotiate  peace,  and  it 
is  real  economic  benefits  that  will  make  the  peace  process  work. 
Many  of  the  frustrations  expressed  by  Palestinians  come  from  the 
lack  of  economic  development  and  progress  in  the  months  since  the 
Palestinian  Authority  was  established.  While  some  might  want  to 
argue  the  issue  of  "blame,"  I  point  it  out  solely  to  note  the 
central  role  of  economics  in  moving  the  peace  process  forward. 

Clearly,  the  economic  possibilities  of  peace  are  leading 
regional  governments  to  begin  to  understand  how  peace  can  change 
the  lives  of  their  people.  Few  of  the  markets  in  the  region  are 
sufficiently  large  to  attract  significant  investment  —  although 
Egypt,  because  of  size,  and  Israel,  because  it  is  a  special  niche 
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market,  have  attracted  significant  investment  capital.  But  a 
broader  peace,  and  broader  economic  opportunities  for  Egyptians, 
Israelis,  Americans  and  others,  is  only  possible  in  a  truly 
regional  market,  and  only  if  some  stability  is  brought  to  that 
market.  Throughout  the  region,  there  is  clear  recognition  that 
only  increased  private  sector  involvement,  including  the  management 
expertise  and  investment  capital  of  the  U.S.  private  sector,  can 
make  the  process  work.  I  heard  this  theme  reiterated  over  and  over 
again  when  I  attended  the  Casablanca  Summit  in  October  of  last 
year.  We  have  seen  it  in  the  regional  trade  ministers  meeting  at 
Taba  last  month  attended  by  Secretary  of  Commerce  Ron  Brown.  We 
heard  it  during  the  visit  of  Vice  President  Gore  to  Egypt,  Israel 
and  the  Palestinian  Authority  last  week.  As  the  Vice  President 
stated  in  a  speech  to  our  sister  organization  AmCham  Egypt  just 
last  week: 

"The  United  States  is  committed  to  working  with  countries 
throughout  the  Middle  East  to  encourage  economic  reform,  to 
accelerate  growth  and  to  promote  cooperation.  By  promoting 
cooperation,  I  mean  finding  ways  that  nations  in  this  region 
can  locate  markets,  suppliers,  capital  and  joint  venture 
partners  in  other  nations  in  the  region.  Working  together  in 
this  manner  we  can  boost  growth  and  trade  which  in  turn  will 
lead  to  a  stronger  and  more  stable  Middle  East.  A  Middle  East 
in  which  the  peoples  of  all  nations  have  a  stronger  stake  in 
a  peaceful,  more  prosperous  future." 

In  Egypt  at  least,  AID  funding  is  driving  that  process  of  reform, 
and  presenting  the  opportunity  for  economic  growth  and  development. 

Who  We  Are  and  Why  We  Are  Here 

AmCham  Egypt-U.S.  is  a  relatively  new  organization  in 
Washington,  but  our  roots  go  back  about  a  dozen  years.  Throughout 
the  1980s,  our  sister  organization  in  Egypt,  the  American  Chamber 
of  Commerce  in  Egypt  —  AmCham  Egypt  —  served  as  the  leading 
Egyptian  private  sector  organization  promoting  closer  economic  ties 
between  our  two  countries.  AmCham  Egypt  served,  and  continues  to 
serve,  as  the  interface  between  U.S.  companies  involved  in  the 
Egyptian  market  and  their  Egyptian  counterparts.  But  over  the 
years,  AmCham  has  been  frustrated  by  the  fact  that  too  many  of  its 
American  members,  and  too  many  American  companies  in  Egypt,  were 
either  mega-companies  who  have  offices  everywhere  in  the  world,  or 
companies  whose  presence  in  Egypt  depended  on  the  U.S.  aid 
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programs.  There  was  a  lack  of  permanent  involvement  by  small  and 
medium-sized  U.S.  companies  in  Egypt,  and  the  member  companies  of 
AmCham  Egypt  realized  that  the  only  way  to  generate  that 
involvement,  was  through  an  organization  in  Washington.  Thus,  the 
idea  for  AmCham  Egypt-U.S.  was  born. 

Established  early  in  1995,  AmCham  Egypt-U.S.  is  a  member 
organization  whose  goal  is  to  ease  the  process  of  doing  business 
between  the  U.S.  and  Egypt.  A  survey  we  commissioned  of  U.S. 
companies  trading  in  the  Middle  East  revealed  that  more  U.S. 
companies  would  do  more  business  in  and  with  Egypt  if  the  process 
of  doing  business  were  easier.  Many  of  the  changes  they  are 
seeking  are  currently  being  implemented  by  the  Egyptian  Government, 
or  are  planned,  and  our  objective  is  to  ensure  that  the  word  gets 
out  to  U.S.  corporations  about  new  opportunities  in  Egypt  as  these 
changes  are  made.  Our  mission  fits  in  closely  with  the  goals  of 
the  Gore-Mubarak  Initiative,  and  we  exist  primarily  to  support  two 
objectives:  1)  to  ensure  that  the  U.S.  private  sector  takes 
advantage  of  the  current  economic  refonn  program  being  implemented; 
and  2)  to  ensure  that  it  also  plays  its  part  in  making  the  reforms 
work,  by  helping  create  the  investment,  jobs  and  trade  that  will 
bring  new  hope  and  opportunity  to  Egypt's  people. 

Our  primary  concern  in  this  Subcommittee,  Mr.  Chairman,  is 
that  the  process  of  foreign  aid  reform,  and  restructuring  of 
foreign  aid  funding,  does  not  undermine  the  progress  being  made  at 
the  present  time,  and  helps  to  promote  the  kind  of  economic  reform 
in  Egypt  which  will  truly  free  up  the  private  sector.  That  process 
has  begun.  Under  the  U.S. -Egypt  Partnership,  a  President's  Council 
of  business  leaders  from  both  countries  will  seek  to  enhance  the 
communication  between  our  two  private  sectors,  and  through  their 
meetings  with  our  two  governments  bring  a  broader  understanding  of 
the  key  reforms  which  are  needed. 

These  kinds  of  discussions  are  having  more  of  an  impact  now 
that  one  might  have  seen  in  previous  years.  During  the  October 
1994  Casablanca  Summit,  a  World  Bank  representative  expressed  his 
surprise  at  the  lack  of  any  leasing  companies  in  Egypt,  since  they 
are  found  in  virtually  every  other  country  in  the  region.  He  noted 
that  leasing  companies  are  critical  for  the  development  of  the 
private  sector,  since  they  permit  new  business  start-ups  with 
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limited  capital.  Following  these  comments,  a  completely  new 
leasing  company  law  has  been  drafted  and  is  currently  moving 
through  the  Egyptian  Parliament,  and  is  expected  to  be  enacted 
within  the  next  month.  Our  organization  is  in  the  process  of 
bringing  this  message  to  our  member  companies,  and  to  the  U.S. 
equipment  leasing  industry,  to  ensure  that  the  opportunity  can  be 
taken  advantage  of. 

We  have  a  greater  opportunity  for  such  change  now  than  we  have 
had  in  many  years,  Mr.  Chairman,  and  it  is  important  that  the  U.S. 
play  a  positive  role  in  promoting  that  change.  Some  might  argue 
that  it  has  taken  too  long  to  get  to  this  point.  Some  would  argue 
that  we  are  still  not  moving  fast  enough.  But  it  is  clear  that  the 
Egyptian  economy  has  undergone  considerable  change  in  recent  times, 
and  that  with  the  new  opportunities  presented  by  peace  between 
Israel  and  Jordan,  the  Palestinians  and,  hopefully,  Syria  and 
Lebanon,  there  is  far  that  it  can  go  in  the  near  future.  We 
strongly  urge  this  Subcommittee  to  help  U.S.  aid  remain  an 
important  part  of  that  process. 

Concerns  about  the  process   of  AID  restructuring 

I  would  like  to  address  a  few  specific  concerns  we  have  about 
the  process  of  foreign  aid  reform  and  restructuring  in  the 
Congress.  If  we  have  one  predominant  concern,  Mr.  Chairman,  it  is 
in  the  fact  that  too  little  attention  is  being  paid  to  the 
programmatic  impact  of  restructuring  U.S.  foreign  aid  programs 
worldwide.  The  decision  on  whether  or  not  to  shift  the  Agency  for 
International  Development  into  the  State  Department  is  not  one  we 
feel  appropriate  to  comment  on,  for  that  is  a  choice  for  policy 
makers,  not  aid  recipients.  But  the  decision  of  closing  AID 
missions,  or  downsizing  AID  missions,  is  very  important  to  us,  for 
it  is  the  AID  missions  that  disburse  the  funding.  How  that  is  done 
could  have  a  very  dramatic  impact  on  U.S.  companies  and 
contractors.  The  Cairo  AID  mission  currently  has  660  people  on 
staff;  one  House  staffer  with  whom  I  have  discussed  aid  reform  has 
suggested  that  330  is  a  good  number,  while  a  Senate  staffer  has 
suggested  110.  Our  concerns  arise  from  the  fact  that  these  numbers 
come  out  of  someone's  hat,  not  from  any  serious  analysis  of  what 
staffing  level  is  appropriate  to  the  needs  of  the  mission. 
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Many  of  our  member  companies  might  argue  that  AID/Cairo  could 
use  less  than  660  people;  but  we  worry  about  which  330  will  leave, 
and  the  process  under  which  that  occurs.  It  is  important  that 
procedures  be  set  in  place  which  ensure  that  any  downsizing  of  the 
mission  be  undertaken  in  ways  which  protect  the  programming  process 
and  ensure  that  multi-year  programs  currently  in  place  continue 
without  disruption,  because  the  weight  of  such  disruption  would 
fall  primarily  on  U.S.  companies  who  are  contractors  of  AID/Cairo. 

A  second  important  concern  for  us  relates  to  where  AID  funding 
for  Egypt  ends  up  if  Congress  proceeds  to  terminate  AID.  In  one 
reform  plan  —  the  Helms  plan  —  some  of  AID'S  funding  for  Egypt 
would  transfer  over  to  State,  while  some  of  the  programs  would 
shift  to  the  new  International  Development  Foundation  (IDF) .  This 
is  not  a  good  idea.  We  recognize  that  some  of  the  programs  funded 
in  Egypt  might  be  more  appropriate  to  the  goals  of  the  IDF,  but  we 
are  very  concerned  about  losing  the  concept  driving  an  AID  program 
in  Egypt.  The  current  U.S.  strategy  behind  the  U.S. -Egypt 
Partnership  is  to  bring  U.S.  resources  to  bear  in  ways  that  help 
promote  its  central  objectives:  economic  growth  through  private 
sector  development.  Building  a  strategy  to  meet  this  goal  must 
include  infrastructure,  population  planning,  economic  reform 
planning,  and  all  of  the  elements  of  the  program.  The  dialogue 
between  AID  and  the  Government  of  Egypt  on  aid  funding  is  an 
important  piece  of  the  economic  dialogue  between  our  two  countries. 
It  should  not  be  split  apart  simply  because  each  of  the  many 
projects  being  funded  doesn't  necessarily  fit  in  the  new  boxes 
being  drawn.  We  support  maintaining  the  current  AID  program  in  one 
box,  wherever  that  box  might  be. 

I  would  also  like  to  express  our  support  for  infrastructure 
funding  in  Egypt.  The  Egypt  mission  is  one  of  the  few  where  U.S. 
aid  is  used  to  fund  infrastructure.  Some  are  arguing  that 
infrastructure  funding  is  more  appropriate  in  the  World  Bank  than 
at  AID.  But,  following  up  on  the  discussion  above  about  the  need 
for  a  focused  strategy  on  development  in  Egypt,  we  strongly 
disagree. 

A  brief  look  at  one  infrastructure  project  now  in  the  late 
planning  stages  demonstrates  the  importance  of  these  programs. 
This  is  the  Secondary  Cities  Wastewater  project,  being  undertaken 
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in  five  smaller  cities  across  Egypt.  Four  of  these  cities  are  key 
tourism  centers  —  Luxor,  Aswan,  Hurghada  and  Sharm  El  Sheikh. 
Tourism  is  a  vital  industry  for  Egypt,  and  a  key  to  its  economic 
future.  With  peace,  tourism  will  boom  throughout  the  Middle  East, 
and  hotels  and  tourism  facilities  are  highly  labor  intensive  — 
critical  for  Egypt.  On  a  regional  scale,  tourism  is  a  central 
focus  of  both  the  Israelis  and  the  Jordanian  efforts  to  prosper 
from  the  peace,  and  Sharm  El  Sheikh  lies  close  by  the  Egyptian- 
Israeli-Jordanian  border  region  dubbed  by  the  Israelis  as  the  "Red 
Sea  Riviera"  —  Taba,  Eilat  and  Aqaba.  Tourism  growth  in  the 
region  will  come  from  the  unique  opportunity  to  spend  time  in 
Israel  and  Egypt,  experiencing  two  distinct,  great  cultures  dating 
back  thousands  of  years,  or  spending  two  weeks  split  between  Egypt, 
Israel,  and  Jordan,  or  some  such  combination.  But  tourists  will 
not  go  to  cities  where  the  sewers  don't  work,  and  investors  won't 
build  hotels  there.  For  these  cities,  job-creating  tourism 
development  depends  on  infrastructure  funding,  and  we  don't  believe 
that  it  is  in  the  U.S.  interest  to  wait  ten  years  for  the  World 
Bank  to  get  around  to  doing  that.  We  believe  that  it  needs  to  be 
done  now,  and  the  proposed  AID  wastewater  project  is  the  way  to  get 
it  done. 

Finally,  Mr.  Chairman,  we  would  like  to  note  our  support  for 
the  process  of  privatization  in  Egypt.  The  Government  has  promised 
to  privatize  a  wide  range  of  enterprises  across  the  economy,  and 
has  begun  implementing  the  program.  Some  have  argued  that  Egypt  is 
not  moving  fast  enough  on  privatizing.  Many  of  us  would  respond 
that,  while  we  support  privatization,  it  is  not  and  will  not  be  the 
answer  for  Egypt's  economy.  It  should  also  not  be  the  central 
focus  on  U.S.  economic  policy  in  Egypt.  In  every  country  in  the 
world,  privatization  means  fewer  jobs,  higher  unemployment.  A  fast 
moving  program  of  privatization  would  exacerbate  one  of  the  most 
critical  structural  problems  in  the  Egyptian  economy.  For  Egypt's 
private  sector  is  not  yet  large  enough  to  absorb  the  newly 
unemployed. 

We  believe  that  the  focus  in  Egypt  should  be  as  much  or  more 
on  private  sector  growth  as  on  privatization.  The  dramatic  growth 
in  the  economy  of  China  has  not  occurred  because  of  privatization, 
but  because  of  a  booming  private  sector.  This  is  because  the 
Government  of  China  has  placed  its  emphasis  on  private  sector 
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growth,  and  has  allowed  state  industries  to  fend  for  themselves. 
This  is  a  far  more  appropriate  model  for  Egypt,  and  more  likely  to 
be  implemented,  than  a  strong,  ongoing  push  for  privatization. 
Private  sector  growth  should  be  the  focus  of  our  efforts,  Mr. 
Chairman,  because  only  a  strong  and  growing  private  sector  in  Egypt 
can  help  resolve  its  current  structural  problems. 

Conclusion 

Thank  you  for  the  opportunity  to  testify  before  you  today,  Mr. 
Chairman.  AmCham  Egypt-U.S.  looks  forward  to  working  with  the 
Subcommittee  in  the  coming  weeks  and  months  as  you  study  the  future 
of  foreign  aid  funding,  and  would  be  pleased  to  answer  any 
questions  the  Subcommittee  might  have. 
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Mr.  Callahan.  Thank  you  for  your  message,  and  we  will  submit 
your  entire  statement  for  the  record. 

Just  one  line  of  comment,  I  want  to  tell  you  that  Egypt  and  Is- 
rael must  recognize  that  this  is  not  an  entitlement  that  is  going  to 
last  forever. 

Mr.  Shea.  Absolutely. 

Mr.  Callahan.  And  that  you  must  begin  to  think  about  the  pos- 
sibility of  weaning  yourselves  from  this  tremendous  amount  or  per- 
centage amount  of  the  monies  we  have  available  for  all  foreign  aid. 

Mr.  Shea.  We  recognize  that,  Mr.  Chairman. 

Mr.  Callahan.  We  thank  you,  sir. 

Mr.  Shea.  Thanks. 


Thursday,  March  30,  1995. 
PARTNERS  OF  THE  AMERICAS 
WITNESS 
WILLLAM  S.  REESE,  PRESIDENT,  PARTNERS  OF  THE  AMERICAS 

Mr.  Callahan.  Mr.  Reese,  President  of  the  Partners  of  the  Amer- 
icas? 

Good  afternoon.  How  are  you.  Nice  to  see  you. 

Mr.  Reese.  Mr.  Chairman,  I  ask  that  my  full  report  be  submit- 
ted, and  I  would  like  to  make  a  few  highlight  comments  right  now. 

My  organization.  Partners  of  the  Americas,  was  founded  31  years 
ago  as  the  people-to-people  program  of  the  Alliance  for  Progress. 
We  partner  U.S.  States  with  Latin  and  Caribbean  countries,  Ala- 
bama with  Guatemala,  Texas  with  Peru,  Michigan  with  the  Domin- 
ican Republic.  Together  these  chapters  carry  out  projects  that  im- 
prove the  quality  of  life  in  our  hemisphere. 

I  am  also  here  as  Chairman  of  the  Board  of  Inter  Action,  an  asso- 
ciation of  160  private  voluntary  organizations,  including  CARE, 
World  Vision,  Save  the  Children,  the  American  Red  Cross,  and  oth- 
ers, which  represent  millions  of  U.S.  citizens  who  support  an  Amer- 
ica engaged  with  the  world. 

Today  the  U.S.  is  part  of  a  global  economy,  a  global  environment, 
and  a  globally-linked  health  system  that  affect  every  facet  of  our 
lives.  America's  active  involvement  with  and,  in  fact,  the  leadership 
in  these  areas  and  others  will  directly  affect  the  future  of  our  chil- 
dren. 

We  know  the  foreign  assistance  program  is  an  investment  that 
will  pay  overtime  and  unquestionable  dividends  to  our  national  in- 
terests. Foreign  assistance  promotes  long-term  economic  growth  in 
the  United  States,  as  well  as  overseas,  and  jobs  for  Americans  by 
laying  the  groundwork  and  foundation  for  U.S.  trade  with  the  de- 
veloping world.  This  is  market  development  for  the  U.S. 

Second,  development  of  humanitarian  assistance  helps  to  prevent 
crises  which  would  later  become  costly  emergencies. 

Finally,  development  assistance  reduces  threats  to  the  U.S.  from 
such  global  problems  as  unsustainable  population  growth,  the 
spread  of  communicable  diseases,  and  environmental  degradation. 

These  are  the  U.S.  foreign  policy  changes  of  the  post-Cold  War 
world,  and  they  will  not  go  away.  If  the  U.S.  withdraws  from  these 
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areas  or  arenas,  it  forgoes  the  opportunity  to  shape  policies  and 
programs  that  impact  other  nations  of  the  world  and  that  directly 
impact  the  quality  of  our  own  citizens'  lives. 

tJnfortunately  many  people  believe  there  is  no  constituency  for 
foreign  assistance.  And  I  am  here  to  say  that  thousands  of  U.S. 
citizens  who  volunteer  with  Partners  of  the  Americas,  the  Alabama 
partners  and  all  the  other  States  and  millions  who  support  Inter- 
Action,  and  other  PVO  members  will  tell  you  otherwise.  They  are 
from  your  districts.  They  are  liberals  and  conservatives.  Democrats 
and  Republicans,  who  understand  that  America's  future  is  tied  to 
and  not  separate  from  the  global  economy. 

I  believe  that  most  of  the  most  effective  foreign  assistance  is  car- 
ried out  through  PVOs  such  as  Partners  and  InterAction  members. 
For  example,  in  your  own  State,  Dan  Drenna,  a  biologist  with  the 
Eufaula  National  Wildlife  Refuge;  Dick  Perrett,  a  professor  at  Au- 
burn University;  have  worked  for  months  in  Guatemala  as  volun- 
teers, but  as  fully-fledged,  first-rate  professionals  working  in  an  en- 
vironmental protection  awareness  in  the  Peten  area,  one  of  the — 
in  fact,  the  largest  rain  forest  left  in  Central  America. 

I  could  go  on  and  on  for  each  member  of  this  committee.  These 
are  only  a  few  of  the  millions  of  Americans  who  believe  programs 
that  emphasize  working  relationships.  Government-to-Govemment, 
community-to-community,  business-to-business,  and  people-to-peo- 
ple should  be  the  focus  of  foreign  affairs  institutions. 

These  are  funds  from  the  Agency  for  International  Development 
and,  in  fact,  also  from  the  U.S.  Information  Agency  to  initiate  these 
activities.  It  is  really  seed  money  that  has  in  our  organization. 
Partners  of  the  Americas,  a  12-to-l  multiplier  effect.  That  is,  one 
dollar  of  Federal  money  is  leveraged  12  times  through  the  volun- 
teer professional  time,  in-kind  donations,  and  additional  local  fund- 
raising.  Now  that  is  local  in  Guatemala  as  well  as  Alabama.  So 
money  is  being  raised  overseas,  not  just  here  at  home. 

These  are  international  exchanges,  education  and  scholarship 
programs,  that  have  been  the  heart  really  of  the  AID  and  USIA 
programs  for  40  years. 

Now  the  containment  policy  that  drove  these  programs,  that  pro- 
vided the  framework  for  our  successful  40-year  commitment  to  pro- 
mote open  societies,  free  markets,  and  prevent  aggression,  that 
hallmark  policy  was  not  developed  overnight. 

Today  it  needs  to  be  reviewed.  But  why  not  a  blue-chip,  biparti- 
san national  commission  like  we  have  for  the  defense  community 
or  the  intelligence  agencies?  A  national  commission  for  the  150  Ac- 
count would  formulate  a  new  conceptual  approach  for  post-Cold 
War  engagement  with  the  developing  world.  Then  after  that,  agen- 
cy reorganization  and  consolidation,  which  is  needed,  would  follow 
the  basic  framework. 

When  the  U.S.  Government  leads,  when  it  plays  a  catalytic  role 
for  public/private  partnerships  with  U.S.  citizens  and  U.S.  commu- 
nities with  goals  that  are  clearly  defined  in  our  basic  national  in- 
terests, then  we  have  an  effective  program.  More  importantly  it 
will  be  a  program  that  enjoys  the  public  support  necessary  to  sus- 
tain it. 
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Our  country  has  shown  that  it  can  make  a  commitment  when  its 
national  interests  in  our  children's  future  is  at  stake.  And  I  hope 
it  will  make  that  again  now. 

Thank  you,  Mr.  Chairman. 

Mr.  Callahan.  Thank  you,  Mr  Reese,  for  your  testimony.  We 
will  submit  your  entire  statement  for  the  record. 

Mr.  Reese.  Thank  you,  sir. 

Mr.  Callahan.  Thank  you,  sir. 

[The  information  follows:] 
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Mr.  Chairman  and  members  of  the  subcommittee: 

Good  afternoon.  I  am  Bill  Reese,  President  of  Partners  of  the  Americas. 

Founded  31  years  ago  by  the  Kennedy  administration  as  the  Partners  of  the  Alliance  for 
Progress,  we  are  today  the  largest  people-to-people  organization  in  the  Western  Hemisphere. 
Sixty  "partnerships"  link  45  U.S.  states  with  regions  of  Latin  America  and  the  Caribbean.   For 
example,  Alabama  is  partnered  with  Guatemala  and  Texas  with  Peru.  Each  side  of  a 
partnership-the  U.S.  chapter  and  the  Latin  or  Caribbean  chapter-is  organized  as  a  private, 
non-profit  institution  in  its  respective  community.  Together,  these  chapters  carry  out  projects 
that  improve  the  quality  of  life  in  our  hemisphere. 

I  am  also  here  today  as  the  Chairman  of  the  Board  of  InterAction,  which  is  comprised  of  160 
U.S.  private,  voluntary  organizations  which  carry  out  humanitarian  assistance,  relief  and 
development  programs  in  180  countries.  These  include  CARE,  World  Vision,  Save  the 
Children,  the  American  Red  Cross,  the  International  Rescue  Committee  and  many  others. 
Together,  we  represent  millions  of  U.S.  citizens   -  in  Alabama,  Texas  and  every  state 
represented  on  this  panel  -  who  support  an  America  engaged  with  the  world. 

Today,  I  know  you  are  faced  with  the  challenge  of  how  best  to  allocate  scarce  resources  for 
international  assistance  programs.  While  we  in  the  international  community  respect  the 
national  call  for  deficit  reduction,  we  firmly  believe  that  this  election  was  not  a  referendum  on 
foreign  assistance.  Indeed,  the  experience  of  our  agencies  attests  otherwise.  Therefore,  in  my 
testimony  today  I  would  like  to  address  two  issues:  1)  why  we  feel  that  continued  support  for 
international  humanitarian  assistance  and  development  programs  is  a  matter  of  vital  national 
interest;  and  2)  suggestions  regarding  the  priorities  of  U.S.  foreign  affairs  institutions  that 
reflect  the  experience  of  the  many  PVOs  I  represent. 

First,  the  U.S.  foreign  aid  program  serves  American  national  interests  and  is,  at  the  same 
time,  a  vivid  expression  of  responsible  American  leadership. 
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I  have  spent  my  whole  career  working  in  cooperative  development  and  people-to-people 
programs  with  Latin  America  and  the  Caribbean.  While  these  programs  certainly  do  much 
good  for  foreign  communities,  they  also  serve  our  country  and,  as  such,  have  an  impact  far 
from  foreign. 

Today,  the  U.S.  is  part  of  a  global  economy  -  part  of  a  global  environment  -  part  of  a 
globally  linked  health  system   —  that  affect  every  facet  of  our  lives.  America's  active 
involvement  with  -  and  leadership  in  these  arenas  -  will  directly  affect  our  future  and  the 
future  of  our  children. 

Foreign  assistance  is  an  investment  in  these  arenas  that  will  pay,  over  time,  unquestionable 
dividends  to  our  own  national  interest.  Why?  Because: 

•  Foreign  assistance  promotes  long-term  economic  growth  in  the  United  States  and  jobs  for 
Americans  by  laying  the  foundation  for  U.S.  trade  with  the  developing  world.  Programs  that 
strengthen  the  economies  of  Latin  America,  Africa  and  Southern  Asia  also  raise  the  purchasing 
power  of  their  citizens.  This  is  market  development  for  U.S.  good  and  services. 

•  Development  and  humanitarian  assistance  programs  help  prevent  the  crises  in  other  countries 
which  become  costly  emergencies,  the  civil  strife  which  threatens  international  peace  and 
security,  and  the  political  instability  that  undermines  economic  prosperity; 

•  Development  assistance  reduces  threats  to  the  U.S.  and  the  world  community  from  such 
global  problems  as  unsustainable  population  growth,  the  spread  of  communicable  diseases  and 
environmental  degradation. 

Partners  of  the  Americas  and  other  InterAction  organizations  confront  these  global  problems 
and  national  crises  every  day  in  Bosnia,  Russia,  Central  Africa,  West  Bank/Gaza,  Haiti,  Peru 
and  elsewhere.  These  are  the  U.S.  foreign  policy  challenges  of  the  post-Cold  War  era  and  they 
will  not  go  away. 

The  remarkable  changes  occurring  around  the  globe  over  the  past  five  years  have  created 
unprecedented  hope  and  opportunity  for  democratization  and  economic  and  social 
development.   But  new  threats  have  been  created  as  well:  growing  civil  and  ethnic  strife, 
humanitarian  emergencies,  the  spread  of  disease,  failed  states,  persistent  poverty, 
unsustainable  population  growth,  and  environmental  degradation  of  tragic  proportions:  And 
whether  we  like  it  or  not,  they  become  OUR  problems. 

If  the  U.S.  abdicates  its  responsibility  to  lead  in  these  arenas,  it  forgoes  the  opportunity  to  help 
shape  policies  and  programs  that  not  only  impact  other  nations  of  the  world,  but  affect  the 
quality  of  life  of  our  own  citizens  as  well. 

Brian  Atwood,  the  Administrator  of  the  U.S.  Agency  for  International  Development,  recently 
said: 
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"We  cannot  simply  wall  out  the  chaos  beyond  our  borders.  Millions  of  refugees,  the 
spread  of  drug  trafficking,  pollution  of  our  air  and  water  and  the  disruption  and  loss  of 
markets  will  inevitably  undermine  our  security  and  our  standard  of  living. 
Economically,  politically  and  morally,  we  will  pay  a  price  if  we  ignore  these 
conditions. 

My  fear  is  that  the  Budget  Resolution  process  will  cut  so  deeply that  we  will  slide 

almost  unconsciously  into  isolationism.  We  will  wake  up  one  day  next  spring  and  ask 
ourselves  what  happened  to  a  bipartisan  foreign  policy  that  has  served  us  so  well.  And 
then  it  will  be  too  late.  Someone  will  then  write  a  book,  perhaps  entitled  While  America 
Slept.  That  won't  happen  if  voices  of  reason  speak  up.  We  cannot  exercise  influence 
over  the  international  community  in  some  rosier  future  if  we  abdicate  responsibility 
now.  Leadership  is  not  a  faucet  we  can  turn  off  and  on.  It  is  a  commitment,  because  it 
speaks  to  our  notion  of  what  a  community  of  nations  should  be,  and  how  that 
community  should  comport  itself. " 

We  in  the  international  PVO  community  agree  with  Mr.  Atwood. 

We  maintain  that  the  new  global  threats-and  the  impact  they  have  here  at  home-require  an 
America  involved  in  the  world~an  America  with  the  courage  to  tackle  such  critical  issues  as 
population  growth,  sustainable  food  supplies,  basic  education,  technology  transfer,  and  conflict 
resolution  in  developing  countries.  Investing  millions  of  dollars  in  these  areas  today  will  help 
keep  us  from  spending  billions  in  the  future  on  peace-keeping  forces,  refugee  camps  and 
emergency  aid. 

The  legislation  that  currently  supports  our  foreign  assistance  program  has,  over  the  years,  been 
sewn  together  like  a  crazy  quilt  with  nearly  as  many  priorities  as  there  are  countries  in  the 
world.  It  does  not  reflect  the  needs  of  the  80s,  let  along  the  '90s.  Brian  Atwood  has  put 
together  a  new,  progressive  foreign  assistance  program  in  which  sustainable  development, 
democracy  promotion,  broad-based  and  equitable  economic  growth,  and  population  and  health 
issues  are  the  hallmarks. 

Unfortunately,  many  people  believe  there  is  no  constituency  for  foreign  assistance.  I  am  here 
to  say,  however,  that  the  thousands  of  U.S.  citizens  who  volunteer  with  Partners  of  the 
Americas  —  and  the  millions  who  support  the  InterAction's  other  PVOs  —  will  tell  you 
otherwise. 

They  know  that  the  communities  you  come  from,  the  associations  in  your  states,  the  churches 
and  synagogues  frequented  by  your  constituents,  and  the  schools  of  their  children  -are  all 
interested  in  international  affairs.  They  know  this,  because  they  are  a  part  of  your  communities 
and  members  of  these  organizations.  They  are  liberals  and  conservatives,  Democrats  and 
Republicans,  who  understand  that  America's  future  is  tied  to  -  and  not  separate  from  -  a  global 
economy  and  an  interdependent  world. 
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They  believe,  as  do  the  many  InterAction  agencies  they  support,  that  the  most  effective  foreign 
assistance  is  carried  out  through  strong  development  assistance  programs  that  emphasize 
international  cooperation,  people-to-people,  scholarship  and  exchange  activities. 
These  citizens  understand  that  foreign  assistance  should  support  broad-based  economic  growth 
and  human  resource  development.  They  believe  U.S.  priorities  should  include  protection  of  the 
environment,  stabilizing  population  growth,  disaster  relief  and  refugee  assistance.   And  they 
believe  the  U.S.  should  promote  democratic  participation  because  they  know  the  freedom  to 
choose  one's  own  government  is  the  freedom  to  shape  one's  society. 

These  citizens  —  your  constituents  and  our  members  —  also  believe  that  the  U.S.  must  be 
involved  with  all  the  developing  world  —  with  Asia,  Africa  and  Latin  America,  as  well  as  with 
Russia,  the  newly  independent  states  and  countries  of  the  Middle  East. 

And  they  believe  that  working  with  PVOs  is  one  of  the  most  effective  ways  to  do  this. 

Let  me  share  with  you  some  examples  of  how  Partners  of  the  Americas  involves  citizens 
across  the  United  States  in  international  development  programs. 

•  Alabama:  Dan  Drenna,  a  Refuge  Biologist  with  the  U.S.  Fish  and  Wildlife  Service  at  the 
Eufaula  National  Wildlife  Refuge,  and  Richard  Perrett,  a  professor  at  Auburn  University  are 
leading  the  Alabama/Guatemala  Partners'  effort  to  involve  private  citizens  in  an  environmental 
awareness  project  in  the  Peten  area  of  Guatemala,  which  has  been  devastated  by  logging  and 
pollution  of  the  major  lakes.  The  Alabama  environmentalists  organized  an  education  program 
for  private  citizens  that  focused  on  improving  and  safeguarding  water  quality.  The  national 
university  and  other  NGOs  participated  in  what  was  the  first  of  a  series  of  educational 
activities.  In  addition,  the  AID  Mission  in  Guatemala  helped  the  partnership  publish  teacher 
training  materials  for  use  in  elementary  schools. 

•  Louisiana:  Sharon  Schierling,  the  project  manager  of  the  Central  American 
Program  of  undergraduate  scholarships  at  Louisiana  State  University,  is  working  with  the 
public  information  service  of  the  Salvadoran  legislature  to  develop  civic  education  materials  on 
the  role  of  the  legislature.  This  is  one  of  many  activities  helping  to  strengthen  El  Salvador's 
democratic  institutions,  an  important  step  in  the  long-term  political  stability  of  this  country. 
This  project  is  supported  by  AID's  Latin  American  Bureau. 

•  Oregon:  For  the  past  four  years,  Jim  and  Cariotta  Holley,  retired  community  college 
professors  from  Portland,  have  organized  exchange  programs  for  retired  teachers  from  Oregon 
and  Costa  Rica.   For  two  weeks  each  year,  a  new  group  of  approximately  25  retired 
professionals  visits  their  Partner  area  and  stays  in  the  homes  of  their  hosts.  During  the 
exchanges,  participants  visit  organizations  working  in  their  career  field,  meet  with  community 
organizations  and  share  infonnation  about  their  respective  cultures.  The  participants  return  to 
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tht"ir  coninumities  with  a  greater  understanding  of  inter-American  issues  and  a  strengthened 

lOinniitmoiit  to  participate  in  intoniational  dc\elopinent. 

•  California:  Damn  Frai\kl.  PaMessor  of  Sjx-irts  Education,  Califoniia  State  I'niversity  at  Los 
Angeles,  has  leti  the  Southern  California  Northern  Argentina  Partners'  efforts  to  develop 
Sfxirts  aiucation  exchange  prngrains  that  target  urlxin  youth  and  in\olve  dnig  awareness 
etlucation.  I'SlA's  Office  of  Citizen  Exchange  helped  fund  this  project. 

•  California:  Dc>ra  Trail,  an  active  coninuinity  volunteer  in  Iais  Angeles.  ctx>alinated  the 
partnership's  citi/en  participation  paigrains  for  women  in  Ia^s  Angeles  as  well  as  in  Buenos 
Ain.\s.  NN'orking  in  collalxiration  with  an  Argentine  women's  civic  education  organization  and 
w  ith  similar  organizations  for  Latin  women  in  Los  Angeles,  the  partnership  is  bringing  women 
leaders  from  Argentina  and  California  together  for  training  in  citizen  participation  in  local 
affairs. 

•  California:  Tom  Gaman.  a  forestry  consultant  in  San  Francisco,  organized  the  San 
Francisco-Mexico  City  Partners'  Youth  Exchange  to  help  youth  faun  Northern  California 
travel  to  Mexico  to  visit  schools  and  work  on  en\ iammental  education  paigrams  with  Mexican 
vouth.  Using  USIA  funds  as  seed  money,  they  raised  over  $20.CXX>  for  the  exchange.  Other 
California  organizations  who  p;iriicipated  in  the  pa>iect  include  the  Sacramento  Tree 
Foundation.  Prc»ject  Learning  Ta^e  and  the  California  Conservation  Corps. 

•  Illinois:  David  Baron,  Corporate  Health  and  Safety  Director  for  Envia>nment  Resource 
Management  Inc..  and  Dan  Williams.  Deputy  director.  Office  of  the  Illinois  State  Fire 
Marshall,  have  demonstrate*.!  how  US.  citizens  can  have  an  impact  on  emergency 
pa^partdness  in  the  developing  world  thaiugh  their  Illinois-based,  training  pa>gram  for 
firefighters  fa>m  Sao  Paulo.  Brazil.  These  efforts  are  part  of  AID's  investment  in  disaster 
prevention  through  its  Office  of  Foreign  Disaster  Assistance. 

•  Iowa:  EKm  Mencken,  diavtor  of  the  Oslx^me.  Iowa.  Conservation  Corps,  helped  launch  the 
AID-funded  Mexico  Conservation  Corps  pilot  paiject  in  the  Yucatan  last  August.  Over  15 
Mexicans  received  training  in  env  iaminental  con.servation.  reforestation,  and  the  use  of 
indigenous  plants.  Tlie  Iowa  Panners  understand  the  importance  of  addressing  enviammental 
paiblems  at  their  souree  -   in  Mexico-  as  oppxised  to  waiting  until  they  cross  the  border.  The 
success  of  the  paigiam  led  to  its  replication  in  eight  other  Mexican  states.  Panners  initiated 
this  new  conservation  corps  with  support  from  AID/Mexico  and  several  Mexican  corporations 

•  Texas:  Jim  Smith,  Director  of  the  Travis  County  Extension  Service,  traveled  to  Peru  as  part 
of  our  AID-funded  Fanner  to  Farmer  program  to  teach  local  farmers  in  the  Huallaga  valley 
how  to  increa.se  paxluction  of  a  naturally  colore*.!  cotton  by  improving  their  irrigation  methods. 
This  not  onlv  helps  increase  local  income  but  pa'iv ides  an  alteniative  to  growing  cixa  leaves 
used  in  dnig  paxiuclion. 
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•  Texas:  Doug  Stevenson,  Director  of  the  Emergency  Medical  Services  Department,  Houston 
Community  College,  organized  the  local  Houston  fire  department,  the  community  college  and 
local  hospitals  to  provide  training  and  facilities  to  Mexican  Emergency  Me<lical  Technicians. 
This  training,  Carried  out  as  part  of  Partners'  USAID  funded  Emergency  Preparedness 
Program,  improved  first  responder  capabilities  in  several  Mexican  states. 

•  Wisconsin:  Sherin  Bowen,  a  health  educator,  organized  teams  of  Wisconsin  health  care 
workers  who  traveled  to  Nicaragua  to  conduct  training  in  surgical  techniques,  preventive 
dentistry  and  health  screening.  Collaborating  institutions  included  the  Medical  College  of 
Wisconsin,  Wisconsin  State  Technical  Schools,  Planned  Parenthood  of  Wisconsin,  the  Lions 
and  Rotary  clubs. 

•  North  Carolina:  Bi-national  centers  were  strengthened  by  teacher  training  workshops 
organized  by  the  North  Carolina  Partners  and  funded  by  USIA. 

These  are  only  a  few  of  the  millions  of  Americans  who,  through  Partners  and  other 
organizations,  commit  their  time  and  energy  to  working  with  the  people  from  other  countries 
on  problems  facing  our  global  community.  They  are  examples  of  people  to  people  programs 
that  demonstrate  how  U.S.  citizens  can  help  lead  the  way  in  U.S.  relations  within  our 
hemisphere.  They  use  funds  from  the  U.S.  Agency  for  International  Development  and  the 
U.S.  Information  Agency  to  initiate  these  activities.  This  seed  money  has  a  multiplier  factor  of 
12  to  1  —  that  is,  one  dollar  of  federal  money  is  leveraged  twelve  times  through  volunteer 
time,  in-kind  donations,  and  additional  local  fund-raising.  This  is  a  great  return  on  an 
investment  by  the  American  government  in  its  own  citizens. 

We,  in  the  PVO  community,  believe  that  these  programs  that  emphasize  U.S.  relationships  ~ 
government  to  government,  community  to  community,  business  to  business,  and  people-to- 
people  -  should  be  the  focus  of  our  foreign  affairs  institutions. 

International  exchanges,  education  and  scholarship  programs  have  been  at  the  heart  of  many 
AID  and  USIA  programs  for  40  years.  Most  have  proven  to  be  successful. 

I  believe  that  in  today's  world  these  programs  are  even  more  important.  In  a  global 
community,  U.S.  citizens,  universities,  businesses  and  community  groups  need  to  be  able  to 
speak  to  their  counterparts  around  the  world.  They  need  to  know  the  languages  of  the  world, 
its  different  cultures,  and  how  to  build  strong  collaborative  working  relationships  with 
international  counterparts  to  work  on  common  problems. 

Likewise,  the  communities  of  the  developing  world  want  such  relationships  with  the  U.S. 
African  and  Latin  citizens  are  interested  in  developing  free  and  open  markets.  They  are 
interested  in  developing  their  voluntary  and  philanthropic  sectors.  They  are  interested  in 
nurturing  their  fledgling  democracies  and  are  looking  to  the  U.S.    for  leadership,  for  models, 
for  moral  support.  They  are  looking  to  us  for  these  working  relationships. 
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Many  of  tomorrow's  leaders  in  a  democratizing  Africa,  an  Asia  that  respects  labor  and  human 
rights,  a  Latin  America  with  open  and  unprotected  markets  respectful  of  labor  laws  and 
environmental  needs  are,  today,  young  professionals  who  want  to  work  and  study  with  U.S. 
professionals.  Working  with  them  now,  through  the  kinds  of  programs  that  USAID  and  USIA 
make  possible,  is  a  cost  effective  investment  in  future  relationships  with  their  countries. 

We  in  the  development  community  understand  the  difficult  choices  that  need  to  be  made  with 
the  budget,  the  deficit   -  all  in  the  light  of  pressing  domestic  needs.   But  cutting  back  the  1  % 
that  goes  today  for  international  development  assistance  is  the  wrong  way  to  do  it.  "Burden 
sharing"  across  budget  accounts  may  seem  equitable  --  but  we  believe  it's  wrong  headed. 

As  the  federal  government  cuts  programs  and  returns  others  to  state  and  local  government 
control,  remember,  there  is  no  other  place  to  put  our  nation's  international  activities.   Such 
programs  must  be  led  by  the  federal  government.   There  is  no  substitute. 

If  I  may  quote  USAID  Administrator  Atwood  again,  " in  the  post-Cold  War  worid,  the 

United  States  has  a  unique  opportunity  -  to  deal  directly  with  the  international  factors  that  can 
advance  our  political  and  economic  interests  or  injure  them  profoundly. " 

Thank  you,  Mr.  Chairman. 
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Thursday,  March  30,  1995. 
THE  CHRISTIANS'  ISRAEL  PUBLIC  ACTION  CAMPAIGN 

WITNESS 

DAVID  R,  PARSONS,  GENERAL  COUNSEL,  THE  CHRISTIANS'  ISRAEL 
PUBLIC  ACTION  CAMPAIGN 

Mr.  Callahan.  Mr.  Parsons,  Cxeneral  Counsel  for  the  Christians' 
Israel  Public  Action  Campaign? 

Mr.  Parsons.  Thank  you. 

Mr.  Callahan.  Thank  you,  sir. 

Mr.  Parsons.  I  am  General  Counsel  for  CIPAC,  and  for  the  past 
three  and  a  half  years  I  have  had  the  privilege  of  working  for  this 
man,  Richard  Hellman,  the  President  of  CIPAC,  who  is  going  to 
testify  in  a  few  minutes  under  another  hat. 

First  of  all,  I  want  to  congratulate  you,  Chairman  Callahan,  on 
the  fine  job  you  are  doing.  I  have  been  to  several  hearings  this  ses- 
sion so  far,  and  I  think  you  bring  sound  wisdom  to  the  business 
of  this  committee. 

CIPAC  represents  millions  of  Christians  and  other  Bible-believ- 
ing Americans  who  favor  sound  laws  and  policies  toward  Israel.  We 
believe  that  America  is  blessed  when  we  bless  Israel,  according  to 
the  promise  that  the  Lord  gave  to  Abraham  in  Genesis  12:3:  "I  will 
bless  them  that  bless  thee  and  curse  them  that  curse  thee,  and  in 
thee  shall  all  the  nations  of  the  Earth  be  blessed." 

And  beyond  this  expression  of  our  faith,  we  believe  Israel  is  also 
a  valuable  trading  partner,  a  strategic  ally,  and  a  haven  for  per- 
secuted peoples. 

Therefore,  I  come  before  you  in  strong  support  today  for  the  $3 
million  in  economic  and  military  aid  to  Israei. 

We  believe  in  the  vision  for  the  Jewish  Nation  expressed  long  ago 
in  Deuteronomy  28:12,  which  says:  "Thou  shalt  lend  to  many  na- 
tions, and  thou  shalt  not  borrow." 

We  know  that  Israel  has  already  helped  many  developing  coun- 
tries with  technical  assistance  and  other  benefits  and  has  given  re- 
lief to  many  persecuted  peoples.  And  we  believe  soon  Israel  will  be 
a  major  economic  source  for  other  countries. 

But  it  is  all  too  clear  at  this  time  that  Israel  needs  our  continued 
assistance.  This  aid  gives  Israel  confidence  in  America's  commit- 
ment to  her  security  and  enables  Israel  to  take  risks  for  peace 
which  hopefully  will  bring  peace  with  her  neighbors. 

By  approving  this  aid.  Congress  is  promoting  peace,  safeguarding 
our  national  interests  in  the  Middle  East,  aiding  a  steadfast  friend, 
and  securing  proven  benefits  for  America. 

We  also  support  emergency  aid  to  help  with  the  relief  and  rescue 
efforts  of  immigrants  from  the  former  Soviet  Union,  where  there 
have  been  several  hotspots  in  recent  years,  and  especially  this  year 
there  was  a  rescue  of  hundreds  of  Jews  from  Chechnya  and  also 
Moldova,  Tajikistan,  other  areas,  and  we  believe  America's  duty  is 
to  assist  in  these  efforts  and  that  God  has  restored  the  Nation  of 
Israel,  that  the  afflicted  of  its  people  might  find  refuge  in  it,  as  the 
Prophet  Isaiah  said. 
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Turning  to  efforts  for  peace,  I  wish  to  make  it  clear  that  we  have 
a  steadfast  commitment  to  Israel's  security,  whether  peace  is 
achieved  through  the  current  process  or  not. 

Israel  has  bent  over  backwards  to  make  peace  in  the  face  of  esca- 
lating Arab  terrorism,  and  we  trust  the  Congress  is  likeminded  in 
your  commitment  to  U.S.-Israel  relations  and  the  positive  role  that 
Israel  has  played  in  the  search  for  peace  so  far. 

This  year  has  produced  some  welcome  fruit.  The  Israel-Jordan 
peace  treaty  exhibits  a  true  desire  for  peace  by  at  least  one  Arab 
State,  and  we  highly  applaud  it. 

However,  the  issue  of  Jordanian  debt  relief  has  created  some 
undue  controversy.  I  would  note  that  the  Administration  made  a 
commitment  to  Jordan  on  debt  relief  without  consulting  Congress, 
and  we  believe  this  is  typical  of  Administration  practice  where  they 
make  commitments  abroad  and  present  them  to  Congress  as  a  fait 
accompli,  witness  the  North  Korean  nuclear  pact. 

And  in  the  case  of  Syria,  we  trust  that  the  Administration  will 
consult  fully  with  Congress  before  committing  U.S.  troops  to  the 
Golan  or  financial  assistance  to  Syria. 

This  year  has  seen  many  changes  in  relations  between  Israel  and 
the  Palestinian  Arabs.  Yasser  Arafat's  ability  to  govern  and  to  de- 
liver elements  of  peace  have  been  tested  and  we  feel  found  lacking. 
There  have  been  a  record  number  of  Israelis  killed  and  wounded, 
and  we  are  troubled  by  Arafat's  tepid  responses  and  even  reports 
of  PLO  complicity  in  these  attacks. 

We  are  also  concerned  with  Arafat's  ability  to  manage  U.S.  and 
other  donor  funds,  particularly  the  lack  of  accountability. 

In  testimony  before  this  subcommittee  last  year,  we  called  for  a 
GAO  study  of  PLO  hidden  assets  and  accounting  procedures.  And 
Chairman  Ben  Gilman  of  House  International  Relations  requested 
that  study.  It  should  be  done  in  May.  And  we  want  to  emphasize 
to  you  today  that  the  results  of  this  study  are  critical  to  your  deci- 
sion-making on  aid  to  the  Palestinian  Arabs. 

We  believe  that  the  United  States  needs  to  bypass  Arafat  and  his 
corrupt  machinery  and  go  directly  to  the  people,  as  we  have  in  the 
past,  through  responsible  NGOs  and  international  organizations 
and  that  Arafat  should  not  be  allowed  to  handle  and  manage 
American  funds. 

On  the  Syrian  front,  I  want  to  concur  strongly  with  your  recent 
assessment  that  regarding  monies  to  Syria — Syria  should  not  ex- 
pect U.S.  funds  as  a  reward  for  making  peace  with  Israel. 

And  we  also  strongly  oppose  the  use  of  U.S.  troops  to  monitor  se- 
curity arrangements  on  the  Golan. 

Thank  you. 

[The  information  follows:] 
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STATEMENT  OF 

RICHARD  A.  HELLMAN, 

PRESIDENT, 

THE  CHRISTIANS'  ISRAEL  PUBLIC  ACTION  CAMPAIGN 
(CIPAC), 

BEFORE  THE 

SUBCOMMITTEE  ON  FOREIGN  OPERATIONS,  EXPORT 
FINANCING  AND  RELATED  PROGRAMS 

OF  THE 

HOUSE  COMMITTEE  ON  APPROPRIATIONS 

MARCH    30,    1995 


Thank    you.    Chairman    Callahan    and    members    of   this    distinguished 
Subcommittee,   for  the  opportunity  to   present  testimony   to  you.      !   am   Richard   A. 
Hellman,   President   of  the   Christians'    Israel   Public   Action   Campaign   (CIPAC),   a 
nationwide    organization    which    organizes    and    informs    Christians    and    others    in    the 
United   States  who   see  Israel  from   a  biblical  perspective  on  behalf  of  sound   U.S.   laws 
and  policy   concerning  Israel,  the  Jewish  People,   and  the  Middle  East.      With  me  today 
is  our  General   Counsel,  David  R.  Parsons. 

Let   me   begin   by   extending   my   congratulations   to   you.   Chairman    Callahan,   on 
your   appointment   as   Chairman   of  this   Subcommittee.      We   are   confident  that  you   will 
inject  new  wisdom   and  vigor  into  the   work   of  this  committee  as  you  fulfill   this  key 
leadership    role    in    the    Congress. 

CIPAC   is  the   only   Christian   organization   registered   to   lobby   on   important 
issues    before    the    Congress    affecting    the    U.S. -Israel    relationship,    the   Jewish    People 
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and  the  Middle  East.     As  such,  CIPAC  represents  the  views  of  millions  of  Christians  and 
other    biblically-oriented    Americans,    and    presents    the    perspective    that    U.S.    support 
for  close  ties  with  Israel  is  not  just  a  Jewish  issue,  but  one  that  concerns  all  of  our 
citizens.      Only    CIPAC    represents    a   forthright,    biblical,    viewpoint    concerning    the 
integrity  of  the  Land  of  Israel  and  the  right  of  the  Jewish  People  to  live  in  peace  and 
security   wherever  they   wish,   including   Judea,   Samaria,   Gaza,   the   Golan,   and   all   of 
Jerusalem. 

CIPAC   is   a   domestic   membership   organization   of  American   citizens   who 
believe   that   a   strong   U.S. -Israel   relationship   is   in   America's   best   interest.      We  believe 
that   America  is   blessed   when   we  bless  Israel   and   her  People,   in   accordance  with 
Genesis   12:3.      Beyond  this  expression  of  our  faith,  we  also  are  convinced  that  there 
exist    many    other   compelling    reasons    for   maintaining    a    strong    bond    between    our 
country   and   the  nation  of  Israel.      Israel   is   a  strategic   and   faithful   ally   in   an  unstable 
and  dangerous  region.      The  people  of  Israel   share  in  common  with   us  the  moral   and 
ethical    values   of  the   Judeo-Christian    tradition,    as   evidenced   by    their   democratic 
institutions  and  heartfelt  pursuit  of  justice   and   the  rule  of  law.      Israel   is  a  valuable 
partner   in    trade    and    commerce,    research    and    development,    intelligence    and 
security,    and   many   other   areas.      And   Israel   shares   with   this   nation,   perhaps   more 
than   any   other  nation   on   earth,   the   dream   and   destiny   of  being   a   refuge   and   haven 
for   persecuted    peoples    around    the    globe. 


U.S.  FOREIGN  ASSISTANCE 

I   wish   to   emphasize   the   singularly    important    and   growing    role   that    United 
States    foreign    policy    -    including    appropriate    foreign    financial    and    technical 
assistance  -  must  play  in  shaping  the  world,  especially   in  this  era  where  the  U.S.   is 
the    only    remaining    superpower,    and    our    acknowledgment    of   the    critical    part    this 
Subcommittee    plays    in    the    formulation    and    implementation   of   U.S.    foreign    policy. 
We    recognize    that    appropriate    U.S.    foreign    assistance    programs    are    necessary    and 
proper   means    for    advancing    our   vital    national    interests    and    shared    values 
throughout   the  world.      We   appreciate  that  there  has  been   a  great  deal   of  legislative 
focus   on   the    "Contract   with   America"    and   on   various   proposals   to   restructure   our 
foreign   policy   establishment   and   change   our  priorities   in   the   First    100   days   of  this 
session.      We   remain   confident   that   the   Congress   will   succeed   in   fashioning   a   foreign 
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aid   bill   for  Fiscal   Year   1996  that  combines  positive   aspects  of  Administration   policy 
with   the    innovative    ideas    and    proven    principles    of   the    new    leadership    in    Congress. 


U.S.  FOREIGN  ASSISTANCE  TO  ISRAEL 

Mr.    Chairman,   I   wish   to   express   our  strong    support    for   continuation    of   the    $3 
billion    in    economic    and    military    aid   to    Israel    again   this   vear. 

As   Christians   and   Bible-believers   who   love   Israel,   we  believe  the  day  will  come 
when    Israel    no    longer    will    he    dependent    on    external    financial    support,  in 
fulfillment  of  the  vision   for  the  Jewish   nation  expressed   long   ago   in  Deuteronomy 
28:12;   "The  Lord  shall  open  unto  thee  his  good  treasure,  the  heaven  to  give  the  rain 
unto  thy  land  in  his  season,  and  to  bless  all  the  work  of  thine  hand:     and   thou    shalt 
lend   unto   manv   nations,    and   thou    shah   not   borrow."     In  fact,  Israel  already  has 
helped    many   developing   nations   in    Africa,    Asia    and    Latin    America   with   economic 
and    technical    assistance,    and    has   been    among   the    first   to   provide   expert   technical 
teams    and    other   assistance    to    nations    following    natural    disasters    and    terrorist 
attacks.      Israel    has    given    relief  and    refuge   to    many    persecuted    refugees,    including, 
for  example,   taking   in   more   Vietnamese   boat   people   per  capita  than    any   other 
country.      One  day   before   long,   we  trust   Israel   will  be   strong  enough  financially  to  be 
a   major   economic    source    for   other   countries. 

Yet  it  is  all  too  clear  at  this  time  that  Israel  needs  our  continued  assistance.     Our 
foreign   assistance   to   Israel   is  of  the   highest  priority   in   our  foreign   aid   budget   and   is 
essential   to  promoting  peace   and   stability   in  the   Middle  East.      This  assistance   gives 
Israel    confidence    in   the    strength    of   America's   commitment    to   her   security    and    well- 
being   and   enables   Israel   to   take   the   prudent   risks   which   hopefully   will    result    in 
peace   with   her   Arab   neighbors,    as   has   been    accomplished   with   Egypt   and   Jordan. 

These   funds   are   an   absolute  necessity   for   Israel   now   as   that  nation   attempts  to 
meet    the    dual    challenges    of    maintaining    defenses    against    numerically    superior, 
over-armed    neighbors    while    opening    new    doors    of   opportunity    for    her   own    citizens 
and    beleaguered    immigrants    from    abroad. 

These   grants-in-aid   also   benefit  the   U.S.   greatly   since  over   80%   of  the   money 
is   spent   in   the   U.S.   on  exports   and   services  which   in  turn   help  to  create   and   preserve 
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tens  of  thousands  of  American  jobs.     This  taxpayer  money  is  well-spent.     Our 
investment    in   Israel    is    a   cost-effective    way    to   help   ensure    that   our   only    democratic 
and   reliable   ally   in  the   turbulent   Middle   East   region   remains   the   strong   and   strategic 
asset  that   she  has  proven   to  be  over  many  years.      Indeed,   this  aid   is  more   important 
proportionally   today   than   our  outlays   on   behalf  of  our  European   NATO   allies, 
considering    also   that   the    latter   do    not   provide    the    equivalent   economic    return    to   our 
country    that    Israel    gives. 

The    Middle   East   needs   the   stabilizing   influence   provided   by    the   U.S. -Israel 
alliance.        By    approving  the   $3   billion   in   economic   and   military   assistance   to   Israel 
for  FY    1996,   the   Congress  will   be  promoting  peace,  safeguarding  our  valuable 
national   interests  in  the  Middle  East  and  Persian  Gulf  region,   aiding  a  true  and 
steadfast    friend,    and    securing    proven    financial    benefits    for    our    own    nation. 


MILITARY  SUPPORT 

The   $1.8   billion   in  military   aid   to   Israel   is   used  primarily   to  purchase 
American   made    weapons    systems,    creating   defense-related   jobs    in   the    U.S.    and 
bolstering   our   most   important   non-NATO   ally.      In    addition   to   this   grant-in-aid,   we 
must   continue    to    search    for   other   effective    ways    to   enhance    the    U.S. -Israel    strategic 
alliance    and   military   cooperation    as   part   of  the    dual    containment   of  Iraq    and    Iran 
and   for  other  vital    security   reasons.      We   call    for  increased   U.S.   Defense   Department 
budget   annual    fees   to   Israel    for  such   services   as   enhanced  joint   U.S. -Israeli   research 
and    development    projects,    prepositioning    of   military    stores    in    Israel,    and    expanding 
our  use  of  the   centrally-located   Haifa  port   facilities   and  other  bases,   much  like  base 
rights  in  other  allied  nations.      We  urge  full   support  for  the  Arrow  Missile  Program, 
the    Boost   Phase    Intercept    initiative,    expanded    defense    trade    between    the    two 
countries   and   other   related   efforts.      Israel    also   must   enjoy    an   equal    status   with   our 
NATO   allies   in  the   areas  of  access  to  defense  equipment   and  enhanced  technology 
cooperation. 

We   believe   the   Congress   also   should    give   prompt   and   serious   consideration   to 
proposals   to   make   all   of  this  military   aid   part  of  the  Pentagon   Defense  budget  since  it 
reallv   constitutes   essential    funding   to   a   strategic    ally   of  the   U.S. 
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We   recommend  that  the   U.S.   act   in   concert   with   the   G-7  nations,   the   Russian 
Republic,   and   others   to   impose   an   arms   embargo   on   any   but   defensive   anns   to   Middle 
East   nations   and   movements   which    are   still    in    a   state   of  war   with    Israel   or  harboring 
those   who  conduct   attacks   on   Israel.      This   should   cover  both   nonconventional   and 
advanced   conventional    weaponry.      We   call    for   renewed   U.S.   efforts   to   curb   the 
proliferation    of   advanced    missile    capabilities    and    dual-use    technologies    and    the 
acquisition    and   development   of   weapons    of   mass   destruction    by    radical    regimes    in 
the  Middle  East.     We  also  support  laws  to  prohibit  the  sale  or  lease  of  American 
defense    goods   and    services   to   countries   engaged   in   the    illegal    Arab   economic    boycott 
of    Israel. 

We    particularly    remain    concerned    by    Administration    plans    to    permit    the 
export   to   Saudi    Arabia   of  a   highly   sophisticated    remote   sensing   satellite   by   the 
consortium   EYEGLASS   International.        This   proposed   sale,   like   the   previously 
approved  sale  of  72  F-IS  jets  to  Saudi   Arabia,  greatly   increases  the  risks  Israel   faces   at 
a   time   when   the   U.S.    is   asking   Israel   to   withdraw   from    strategic   territories   for 
promises  of  peace.      Such   sales   escalate   the   dangerous   arms   race   in  the   region   and   put 
at   risk    American   national    interests.      We   believe   the   Administration   should   prohibit 
such    sales    and    attempt    to    restrain    other    nations    from    entering    such    destabilizing 
transfers    or,    at    a    minimum,    condition    any    sale    of   one-meter    resolution    satellite 
imagery    strictly    to    take    into    account    Israel's    legitimate    security    needs    and    the 
dangers    that    this    advanced    technology    or   the    high    resolution    photos    it    produces 
might    fall    into   the   hands   of  irresponsible    arms   dealers   or   states   or   groups   adverse   to 
the  interests  of  the  U.S.,  Israel,  or  our  other  allies.     Surely  the  U.S.  has  other  available 
alternatives   by   which   to   assist   the   Saudis   in   maintaining   security   and   to   protect  our 
interests   in   the   region   while   maintaining   our  credibility   as   an   opponent   to   the   Mid 
East   arms   race. 

The   growing   threat   to   Israel   of  advanced   ballistic   missile    systems    from    such 
radical    states    as    Iran,    Iraq,    Libya,    and    Syria,    including    warheads    with    chemical, 
biological    and,   in   the  case   of  Iran   (at   least),   nuclear  warheads,   presents  clear  and 
present  dangers   to   the   vital   interests  of  the   United   States   as   well.      This  growing 
global  threat  has  the  grave  potential  to  upset  the  balance  of  power,   to  tempt 
desperate   dictators   to   launch   first   strikes,   and   to   destabilize   the   entire   region.      The 
U.S.  must  do   all   it  can  to  help  assure  that   Israel's  qualitative  military  edge  is  timely 
established   and  preserved   in   the  face   of  all   this   advanced   weaponry   in  the  hands  of 
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hostile   regimes.   To  fulfill   our  commitment  to  Israel's  qualitative  edge,   we  may  have  to 
incorporate    new    and    more    sophisticated    weapons    systems    into    Israel's    security 
umbrella,   including   technology   not   shared   with   any   other   allies   to   date.      We   urge 
continued    support    of   foreign    military    financing    for   the   purchase    by    Israel    of   F-ISI 
fighter    aircraft    and    other    military    hardware    as    means    of    maintaining    Israel's 
qualitative   military    edge   over   any    likely    array   of   foes. 


ECONOMIC  ASSISTANCE 

We   support  the  continuation  of  $1.2   billion   in  economic   aid  to  Israel  this  year. 

We   further  urge    the    U.S.    Government   to   explore   other   mutually    beneficial 
avenues    to    enhance    economic    cooperation    and    trade,    continuing    the    successful    trend 
whereby    many    American    companies    have    invested    in    Israel    and    utilized    Israeli 
research    and    development    proficiency    to    develop    such    key    technological    advances    as 
the  cellular  telephone   and  the  286,  386  and  486  computer  chips. 

We  recommend  that  the  U.S.   increase  capital   levels  to  build  on  the  successes  of 
binational    research    programs    with    Israel,    including    expansion    of    Binational 
Industrial    Research    and    Development    (BIRD),    Binational    Agricultural    Research    and 
Development   (BARD)   and   Binational   Scientific   Foundation   (BSF).      More  than   290 
American   institutions  in  43   states,   the   District  of  Columbia  and  Puerto  Rico  have 
received    funds    from    binational    programs    with    Israel. 

BARD-sponsored   research,   for   instance,   has   generated   sales   of  more   than   $500 
million,   tax   revenues  of  more  than   $100  million   and  created  more   than   5,000 
American  jobs  in  more  than  684  joint  research  projects  in   39  states  since    1979.     This 
has   resulted   in   recoupment  of  over   100   times   the   investment   in   many   BARD  projects 
and  an  average  return  of  more  than   10  times  the  original  funding  in   all   BARD 
projects  to  date. 

Since  its  inception   in   1979,   BIRD  ventures  have  netted  direct   and  indirect  sales 
of  more  than  $4  billion  and  created  an  estimated  20,000  American  jobs  in  more  than 
300  joint   high-tech   research   and   development   projects   in   30   states. 


573 


Wc    fully    support    increased    funding    for   these    and    other   binational    and 
multinational    projects    employing    Israeli    expertise    and    personnel    to    promote 
democracy,    free    market    economic    reform    and    agricultural    innovations    among 
developing    countries    in    Eastern    Europe,    the    former    Soviet    Union,    the    Arab/Moslem 
Crescent   and   the   Third   World. 

Israel    has    the    current    experience    these    countries    need    to    create    open    and    free 
democratic    societies,    modernize    toward    industrialized,    export-oriented    economies,    and 
adapt    new   technologies    to    the    needs    of   their   people   through    solar   energy, 
desalination    techniques,    advanced    irrigation    and    arid    land    reclamation.       Israel    also 
has    an    affordable,    educated,    labor    force    familiar    with    the    language,    geography    and 
needs    of  many    of  these   countries. 

Bv   providing   full    funding,   the   U.S.   can   help   advance   our   goals   of 
democratization    and    modernization    worldwide    on    a    cost-effective    basis.     We  note  that 
United    Nations    Secretary    General    Boutros    Boutros-Ghali    expressly    has    called    on    Israel 
to   assist   in   democratic   and   economic    reforms    in   Eastern   Europe   for   these   very 
reasons. 

Other   measures    that    we    recommend    to   the    Administration    and    the    Congress    are 
enhanced    free    trade    agreements    and    exchanges    with    Israel    and    incentives    for 
increased    private    foreign    investment   in    Israel.      We   urge   the    Congress    to   work    for 
full    implementation    and   expansion   of  the    Free   Trade    Agreement    with    Israel    and    to 
support    efforts    to    safeguard    the    Agreement    from    protectionist    legislation.       U.S. 
cooperation    with    Israel    in    various    aspects    of   defense    conversion    and    military 
downsizing   needs    to    be    explored    fully.      By    strengthening    U.S. -Israeli    economic    and 
technological    ties,    we    will    ensure    continued    growth    in    both    economies. 

While  we  commend  the  Congress  and  the  Administration  for  the  efforts  to  end 
the  Arab  economic  boycott  of  Israel  which  has  been  in  effect  since  1945,  we  join  you 
in  calling  for  an  immediate  end  to  this  illegal  bovcott.  An  outdated  form  of  economic 
warfare  and  isolation,  the  Arab  boycott  is  estimated  to  have  cost  Israel  more  than  one 
billion  dollars  annually  since  the  state's  rebirth  in  1948,  not  to  mention  losses  to 
American  and  other  interests.  Since  President  Clinton  and  his  predecessors  in  office 
have  promised  to  work  to  end  the  boycott,  we  believe  the  U.S.  must  combat  it  more 
vigorously    domestically    through    stricter    enforcement    against    violations    of    existing 
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laws    applicable   to    U.S.    companies    who    participate    in    the    boycott,    and    internationally 
by    securing    full    cooperation    from    the    G-7    and    other    nations    and    international 
organizations.       The    Commerce    Department    reported    a    substantial    increase    in 
prohibited   requests   in    the   year   following   the    September    13,    1993    signing   of  the 
Declaration    of   Principles    between    Israel    and    the    Palestine    Liberation    Organization, 
indicating    that    Arab    countries    apparently    redoubled    their    efforts    to    enforce    the 
boycott,  despite  some  talk  to  the  contrary.     On   a  positive  note,  the  Gulf  Cooperation 
Council,   which   includes  Saudi   Arabia,   recently   signaled   its   intention   to  end   to  its 
adherence    to    the    secondary    and    tertiary    boycott,    but    reafHrmed    support    for   the 
primary    boycott   against    Israel    in   a   gesture   of  solidarity   with    Syria's   positions   in   the 
peace  process.     The  U.S.  must  call   for  an   immediate   and  total  end  to  the  economic 
bovcott(s>     now,   rather   than   endure   the   ebb   and    flow   of   Arab   enforcement   efforts. 

We   recommend  strongly   that   PLO   Chairman   Yasser  Arafat   and   other  Arab 
partners  for  peace  should  be   required  to  renounce  the  boycott  and   to  commit  to  work 
for  its   abolition   in   Arab  countries  and   the  Arab  League.      In   addition,   we   urge  the 
Congress    to    require    the    Palestinian    Arab    authorities    who    administer    projects    funded 
by   the   U.S.   to   allow   Israeli   companies  to   bid   freely   on   construction   and   other 
contracts    at    all    levels   of  the   bidding   process.      These   are   much-needed   confldence- 
building    measures    which    should    open    new    markets    to    Israeli    products    and    services 
and    increase    foreign    investment    in    Israel,    thereby    decreasing    Israel's    dependence 
on  U.S.  foreign  aid. 


IMMIGRANT  ABSORPTION  AND  THE  LOAN  GUARANTIES 

Mr.    Chairman,   I   also   wish   to   express   our  strongest   support   of  foreign 
assistance   to   Israel    to   assist   with   absorption   of   immigrants    from   the   former   Soviet 
Union,  Ethiopia  and  many  other  nations.     We  urge  approval  of  funding  of  at  least  $80 
million    for   emergency    immigration    assistance    for   Israel.      These    funds,    along    with 
the   monies   Israel   borrows   pursuant   to  U.S.   loan   guaranties,   are  essential   to  the 
herculean    task    of   absorbing    more    than    one    million    Soviet,    Ethiopian    and    other 
Jewish    immigrants   expected    in    the    coming   years. 

As   unrest   and   anti-Semitism   sadly   grow   in   the   former   Soviet   Union   and   other 
regions,    let  us  not  have  to  look  back   years  from   now  to  a  time  when  new   "Schindler's 
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Lists"   were  necessary  due  to  our  failure  to  foresee   and   meet   the  needs  of  these 
imperiled     minorities. 

With   regard   to   the   loan   guaranties,   I   can   testify   from   personal   observation   on 
our  recent   study   missions  to   Israel   that   the   fruits   of  this   assistance   can   be   seen   in   the 
highway,    rail    and    other    infrastructure    improvements    in    Israel,    the    expansion    of   the 
Israeli    economy    and    the   creation   of  jobs    for   new    immigrants    and   many    other 
benefits    that    have    flowed    from    the    guaranties.       Israeli    investment    in    infrastructure 
improvements    has    doubled    since    the    loan    guarantee    legislation    was    passed,    with    a 
focus    on    improvements   to   highways   and   bridges,    water   and    sewage    systems,    the 
industrial   base   and   tourism.      The   Government   of  Israel   has   used   funds   borrowed 
pursuant    to   the    U.S.    guaranties   as   capital    for   new   businesses,   making   short   term 
loans   to   the   private   sector  to   promote  job   creation   and    increase   exports,   thus 
enhancing   its   ability   to   service  the   long  term   external   debt   created   by   these  loans. 
Israel    raised    $1.8   billion   under  the   loan   guarantee   program    in    1994,   of  which   $600 
million   was   used   for  infrastructure    as   part   of  the   government   budget. 

Some   60   percent   of  the   more   than   530,000  recent   Soviet   immigrants   to   Israel 
are    highly    skilled,   educated    and    motivated    professionals    who    are    creating    a    surge    in 
the   Israeli    economy    and    a   virtual    renaissance    in    Israel's    technology,    intellectual    life 
and  culture.      Unemployment  in   Israel  stood   at  7.5%  at  the  end  of  1994,   including  a 
rate  of  only    14%   among  new   immigrants,  dovra   from  over  30%  just  2  years  ago. 
Figures  in    1994  indicated  that  approximately  277,000  new  jobs  had  been  created   in  the 
preceding    four   years    in    Israel,    eighty    percent    (80%)    of  which    were    in    the    private 
sector. 

The  Government  of  Israel  made  the  request  for  U.S.  loan  guaranties  due  to  a 
dramatic  increase   in  its  trade  deficit  arising  from  the   influx  of  540,000  Soviet, 
Ethiopian   and  other  immigrants  over  a   four  year  period   (now   over  600,000 
immigrants   in   the   past   five   years).      In   addition   to   this   trade   imbalance,   the 
Government   of  Israel    was   being   forced   to   increase   the   size   of  its   budget   deficit 
greatly  to   provide  urgent  assistance  to  these  newcomers.      Israel   has  made  use  of 
funds   borrowed    pursuant   to   the    loan    guarantees    to    increase    its    foreign    currency 
reserves,    which    otherwise    would    have   been    depleted    by    the    increased    immigration, 
and    thereby    protect    its    credit    rating. 
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As    anticipated,    these    funds   also    are   working   to   increase   purchases   of  U.S. 
goods   and   services   in   Israel,   thus  creating   American  jobs   at  no  expense  to  the   U.S. 
taxpayer.      According   to   Department   of  Commerce   figures,   in   Calendar  Year   1993   U.S. 
merchandise  exports   to   Israel   increased   8.5   percent  over  CY    1992.      We   also  must  bear 
in    mind    that    these    numbers    will    increase    further    as    American    companies    take 
aggressive    action   on   their  own   to   sell   their  products   to   the    private   sector   in   Israel. 

Israel's   economy   is   enjoying   steady   growth   despite   such   obstacles   as   the 
burden    of   absorbing    more    than    one    half   million    new    immigrants,    the    harmful 
effects   of  the    illegal    Arab   boycott   and   the    continuing   need    for   huge   defense 
expenditures.      Israel's  Gross  Domestic  Product  (GDP)  increased  by   7%   in    1994   and  by 
33%   over  the  past   five  years.      Export  volume  increased  by   an  impressive   11%  in    1994 
for  a  total  of  41%  in  the  past  five  years.     Tourism  has  expanded  to  new  record  levels 
with    the    achievement   of  peace    with    Jordan    and    the    promise   of   further    agreements. 

Israel    has    emphasized    successfully    the    export   of   advanced   technology, 
privatization    of   industry,    tax    incentives    and    capital    market    reforms    to    attract 
investment    while    using    U.S.    loan    guarantee    funds    for    infrastructure    improvement 
and  job   creation.      For   instance,   the   Government  of  Israel   has   been   offering   for  sale 
to    private    investors    controlling    shares    in    enterprises    and    industries    formerly    owned 
by   the   state.      The   privatization   process   began   in    1986,   and   the   government   has 
collected   $3   billion   from   privatization   in   the   past   four  years   -   $1.6   billion   from 
companies   and   $1.4  billion   from  banks.      Israel   expects  to   collect   $5.8  billion   from 
privatizing    its    holdings    in    companies    and    banks,    excluding    defense    industries    such 
as   Israel    Aircraft   Industries   and   basic   utility   companies   like   the   Israel    Electric 
Corporation. 

The    Israel    Finance    Ministry    currently    is    considering    an    ambitious    plan    to 
offer,   free   of  charge,  options  to   all   registered   voters   over  the   age  of   18 
(approximately    3    million    people)    which    would    allow    them    to    purchase    state-owned 
shares   for  a  discounted  price  of  between  70-80%  of  market  value.      This  represents  the 
fourth    privatization    method    used    by    Israel,   the   others   being   selling   shares   on   the 
international    markets,    selling    shares   on    the    Tel    Aviv    Stock    Exchange    and    selling 
either   a    managing    stake    or   controlling    stake    in    the    companies. 
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As  a  result  of  these  and  other  factors,  the  Economist,  in  an  article  ranking  the 
top  twenty  countries  in  quality  of  life,  rated  Israel  13th,  an  incredible  improvement 
for  a   nation   which   the    United   Nations   still   considered   a   developing   country    in    1976. 

Finally.   I   need   not   remind   this   Subcommittee   in   a   time   of  fiscal    restraint   that 
Israel,   which   always  has   repaid   its   loans  on  time,   is  given   a  good  credit   rating  by   the 
Government    Accounting    Office    and    by    leading    financial    analysts.       Israel's    credit 
rating   has   been    improving    steadily,   due    largely    to    an    improved    ratio   of  external   debt 
to  GDP.  In   1994,  Standard  and  Poor's  issued  its  first  official  long-term  rating  for 

Israel   at  BBB+,  an  upgrade  from  an  implied  rating  of  EBB   in   1993.     Moody's  recently 
upgraded  its  rating  to  Baa   1.      Because  Israel   is  using  funds  obtained  with  the  U.S.  loan 
guarantees    to    increase    its    foreign    currency    reserves,    these    ratings    are    likely    to 
improve     further. 

But    Israel    cannot    predict    whether    renewed    conflict    will    increase    its    military 
expenditures    dramatically    or   how    many    more    new    immigrants    will    have    to   escape    to 
the  haven   of  Israel.      Frankly,   I   must  tell   this   Subcommittee   that   we    remain    very 
concerned    for   the    safety    of  the   more   than    2.5    million   Jews    remaining    in   the   former 
Soviet    Union. 

Disturbing   signs   like   those   which   preceded   the   Holocaust   are   evident.      Jewish 
communities    are    living    amid    political    and    social    turmoil,    economic    hardship    and    fear 
of   anti-Semitism.      The    continuing    ethnic    conflicts    and    instability    in    many    areas    of 
the    former   Soviet    Union    and    the   menace    posed    by    Vladimir   Zhirinovsky, 
Metropolitan    loann,    the    Russian    Orthodox    primate    of   St.    Petersburg,    and    other 
dangerous   emerging   leaders   does   not   bode   well    for  Jewish   people   in   Russia,   the 
Ukraine  and  other  new  states  in  the  region.      One  small   but  sad   sign  of  a   growing 
trend    was    the   need    to   evacuate    hundreds   of  Jews    from    Chechnva    in    recent   months- 
similar    to    dangerous    rescue    efforts    in    Moldova    and    Tajikistan. 

The    electoral    successes    of   Zhirinovsky    and    his    ultranational    Liberal 
Democratic   Party   (22.8%   of  the   vote)   two  years   ago   has   revealed   much   about   the 
prevalence    of   anti-Semitism    among    the    populace.      Zhirinovsky    is    quoted    as    saying: 
"I  want  to  purify  Russia  .  .  .  The  Jews  started  Worid  War  One  and  Two  .  .  .  They're  the 
richest   people   and   nation   in   the   world."    (Source:      The   Rocky   Mountain   News) 
Numerous    incidents    are    reported    of   vandalism    and    desecration    to    prominent    Jewish 

11 


578 


institutions   and   symbols   in   Moscow,   St.   Petersburg   and   other  parts   of  the   country, 
and   the   media   still   shows   evidence   of  strong    anti-Semitic   elements. 

America's  duty   is  to  do  everything  possible  to  help  get  the  Jewish   people  out 
while  there  is  still  time.     We  believe  that  God  has  restored  the  nation  of  Israel   "that 
the  afflicted  of  His  people  might  find  refuge  in  it."   (Isaiah   14:32)     We  have  been 
convinced   for  some  time  that  the   issue   is  no   longer  one  of  "emigration",  but 
"evacuation".      Just   as   the   U.S.   historically   has   intervened   at   critical   points   on   behalf 
of   persecuted    minorities,    especially    for   Jewish    communities    imperiled    by    anti- 
Semitism,   pogroms   and   persecution   in   Russia   in   the   czarist   and   communist   eras,   so 
too  in  the  turbulent  events  of  post-Soviet  Russia,   we  must  be  vigilant  to  oppose 
renewed    persecution    of   Jews. 

When    the    Congress    considered    the    loan    guarantee    legislation,    we    strongly 
opposed    tying    this    needed    humanitarian    help    for   Russian,    Ethiopian    and    other 
Jewish   refugees   to  Israeli   construction   in   Judea,   Samaria  and   Gaza.      We  continue  to 
oppose    such    political    conditions   on    what   is   essentially    humanitarian    assistance.      We 
are    troubled   each   time    Israel    is   penalized    for  making    improvements   in   the 
administered    territories    and,    especially,    in    eastern   Jerusalem.      The   millions    of 
Christians   whom   we   represent   support   the    right   of  Jews   to   live   wherever   they    wish, 
especially   throughout   the   heart  of  their   ancient   land.      We   believe   the    Bible    gives 
Israel    a   right   to   these   lands,   and   that   this   right   is   complemented   by    the   continuing 
legal    right    of   the    Jewish    People    under    international    law    to    effect    "close    settlement" 
of  the  Land   as   recognized   and   established   under  Great   Britain's   League   of  Nations 
Mandate   over  Palestine   based   on   the   Balfour  Declaration. 

Even   on    a   more   practical,   pragmatic,   basis,    the   construction   done   by 
Palestinian    Arab    contractors    and    workers    has    helped    raise    their    standard    of   living 
dramatically    over   the   last   28   years   of  Israeli    administration   in   the   territories   as   well 
as    within    the    pre-1967    borders.       Highways,    schools,    universities,    hospitals,    shopping 
areas,    recreation    sites,    parks,    nature    reserves    and    other    developments    have 
improved  the  quality  of  life  not  just  for  Jewish  residents,  but  for  all   of  the 
population.       Thus    we    oppose    arbitrary,    political    restrictions    which    cause 
development    and    improvement    of   quality    of   life    to    stagnate,    with    corresponding 
increases    in    frustration    and    discontent    for    all. 
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U.S.  FOREIGN  AID  FOR  EGYPT 

The    continuation    of  the    annual    foreign    aid    allotment    for   Egypt   raises 
particularly    knotty    and    contentious    issues    this    year. 

In    addition    to    the    general    austerity    which   U.S.    budgetary    constraints 
undoubtedly    will   impose,   we   see   a   number  of  questions   that   should   be   addressed 
before   foreign   aid  to   Egypt   is   continued. 

We   realize    that   Egypt   has   been   the   preeminent   Arab   military   power  and   most 
populous   Arab   state,   the   first  to   make   peace   with   Israel,   and   an   integral   part   of  the 
dynamic   for  bringing   other  Arab   states   to   the  peace   table   at  the   Madrid   Conference 
and    repeatedly    since    that    time.       Nonetheless,    serious    questions    have    arisen 
concerning,     inter    alia: 

*  Egypt's    mischievious    insistence    on    raising    the    nuclear   non- 
proliferation    issue    respecting    Israel,    without    alluding    to    Egypt's    own    military 
expansion,    including    long-range    missiles    and    chemical    and    biological    warfare 
capabilities    (plus    periodic    forays    into    nuclear    development): 

*  Egypt's  lack   of  progress  toward  democracy   and  human   rights,   and 
most    specifically   the   continuing,   reliably   reported   abuses   of  the   rights   of  the   Coptic 
Christian    community,    certain    Moslem    sects    and    other    minorities; 

*  Egypt's  failure  to  push  for  a  complete  and  immediate  end  to  the  Arab 
boycotts   of  Israel; 

*  Egypt's   reliably   reported    interference   with   the   plans   of  some   nations 
to    recognize    Israel    diplomatically; 

*  Egypt's    persistent    over-arming    with    both    nonconventional    and    high- 
tech   conventional    weapons;    to    what    purpose,    and    against    which   potential    foe,    and    at 
what   cost   to    its   still-deprived   and   rapidly    growing   population?; 

*  Reported   continuation   of  graft   and   corruption   in   Egypt's 
administration  of  U.S.   foreign   aid;   and 
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*     Egypt's  pattern  of  voting  vis-a-vis   U.S.   initiatives  in  the  United 


Nations. 


While    we    cannot    at   this   time   recommend    against   continued    foreign    aid    for 
Egypt,    we    strongly    suggest   that   this   committee,    Mr.    Chairman,    request   that    the 
General    Accounting    Office    and/or    the    Congressional    Research    Service    study    and 
report    on    all    available    information,    including    specific    conclusions    and 
recommendations,    regarding    the    foregoing    and    similarly    troubling    reported    aspects 
of  Egyptian  domestic   and  foreign  policy.     This  study,  which  could  be  done  in  90  days 
from   date   of  request,   would  provide,   at  a  minimum,   some   strict  conditions   to   move 
Egypt  in  more  salutary   directions,  if  possible,  or  to  restrict  or  cut  aid   if  this  is 
indicated    to    be    necessary. 


U.S.  FOREIGN  AID  FOR  TURKEY 

While   our  principal   interest   in   the   Middle   East   is   in   continued   U.S.   support  for 
Israel   and  those   nations   which   are  willing  to  make  peace   with  Israel   and  the  Jewish 
People,   we   would   be   remiss  if  we  did  not   stress   the   implications  of  the   apparently 
callous   disregard   of  Turkey    for   the   life,   property    and    rights   of  the   Kurdish    People 
whom   the   U.S..   under  President   Bush   and  now  President  Clinton,   has   committed  to 
protect.      This   is   a  hard   call   in   view   of  the   increasingly   warm   relations   between   Israel 
and   Turkey,   but   in   recent   history,    Israel    and   the   Kurdish   People   also   have   shared 
concerns    and    interests. 

Surely   a   Kurd  killed,   wounded,  or  deprived  of  home   and   livelihood  is  no  better 
off  if  it  is  done  by   the  Turkish  military   than  by   Saddam   Hussein. 

Why   were  no  negotiations  undertaken  by  Turkey,  the   U.S.   and   NATO   allies  to 
prevent  or  avoid   the  need   for  this   destructive   invasion?      And   if  talks   were   held,   what 
did   the   Clinton   Administration   representative(s)   say    -   or  threaten   to   do   -   about   a 
Turkish    invasion    of    the    Kurdish    autonomous    region? 

If  Turkey   does   not   withdraw   from   the   Kurdish   region   of  Iraq   forthwith   and 
make   full    compensation   and   apologies    for   losses   caused   by    their   invasion,    we 


14 


581 


recommend   that   you   give   serious   consideration   to   a   restriction   or  cut-off  of  U.S. 
military    and    economic    assistance    to    Turkey. 


ISRAEL-ARAB  PEACE  NEGOTIATIONS 

It   is   vital   to   focus   on   key   aspects   of  the   continuing   Israel-Arab   efforts   toward 
peace.      I   wish   to   make   it   clear  that   the   American   Christians   and   Bible-believers 
whom    we    represent    have    a    steadfast    concern    for    and    uncompromising    commitment 
to    Israel's    security    and    well-being    whether   peace    can    be    achieved    fully    through    this 
process   or  not.      Clearly,   Israel   has   bent   over  backward   to   make   peace   with   seemingly 
intransigent    enemies    and    is    deserving    of   our   commendation    for    her    valiant    efforts 
in   the   face   of  escalating   Arab   violence   and   terrorism.      While   we   applaud   the 
agreements    with    Egypt    and    Jordan,    we    see    no   justification    whatsoever    for   blaming 
Israel   if,   despite   all   these   efforts,   full   peace   with   all   her  neighbors   does   not   prove 
possible    yet. 

We   trust  that   the   Congress,   and   especially   those  of  you   on   this  committee,   are 
like-minded    in    your   commitment    to    the    U.S-Israel    relationship    and    the    positive    role 
Israel   has  played  in   the  search  for  peace.      Israel   is  a  full  partner  in   the  spread  of 
democracy    and    human    rights    and    our   strategic    ally    in    a    troubled    region,    regardless 
of  the  outcome  of  the  peace  efforts,   and   surely  should   remain  so.      Our  ties   with   Israel 
and    our   support    should    not    be    dependent    on    Israel    achieving    progress    with    often 
unreliable    negotiating    partners    and    intransigent    enemies    of    peace. 


ISRAEL-JORDAN  PEACE  AGREEMENT 

This   past  year  has   produced   some   welcome    fruit   in   the   long   search   for  peace 
in  the  Middle  East.     The  Washington  Declaration  by  Israel  and  Jordan  and  the 
subsequent    Israel-Jordan    Peace   Treaty    exhibit    the    reliable    intention    of   at    least    one 
Arab   state   to   live   peacefully   with   Israel   and   the  Jewish   People.      While   these 
documents   simply    codify    the   de  facto   peace   which   has  existed   between   these   two 
neighbors    for   some    time,    they    signal    a    major   step    away    from    confrontation    and 
toward  coexistence   in   the  very  midst  of  the  Arab  world.      So  far,  there  is  every 
indication  that  this  will  be  a  "warm  peace"  as  opposed  to  the  cold  peace  between 
Israel   and   Egypt  since   Camp   David. 
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The    treaty    calls    for   full    diplomatic    relations    and    normalization   of   relations    at 
all    levels.      It   encompasses    such   matters    as   culture   and   science,   tourism,    energy, 
health,    agriculture,    roads,    communications,    and    the    war    against    crime    and    drugs. 
There   has   been   a   marked   increase   in   trade   and   tourism   on   both   sides   of  the   border 
and   plans   are   underway   for  a   number  of  joint   projects   to   develop   the   Jordan   Rift 
Valley. 

While    the    Israel-Jordan    Peace    Treaty    required    that    Israel    cede    territory    to 
Jordan    along    their   common    border,    I    believe    it   is    an   understanding   based   on    the 
principle   of   "peace-for-peace".      The   terms   of  the   pact    allow   Israeli    farmers   in    the 
Arava   to   retain   their  productive   lives   in   ceded   areas   for  an   initial   period  of  25   years, 
rather   than   uproot   them   as    with   the    Israeli   community   of  Yamit   in   the    Sinai 
pursuant   to   the    Israel-Egypt    Peace   Treaty.      Further,   Jordan   has   taken    steps   to    rescind 
discriminatory    laws    (even    criminal    laws)    which    prohibited    Jews    from    becoming 
citizens   or   owning   property.      We    also   applaud   Jordan's   recent   commitment   to   work 
actively   for  an  end   to   the   Arab  economic   boycotts  of  Israel   and  trust  that  this  will 
bring   a   full   end  to  the  boycotts   soon. 

The    American    role    in    achieving    this    remarkable    breakthrough    cannot    be 
ignored,   but   the   issue   of  U.S.    funding   for  Jordanian   debt   relief  has   created   undue 
controversey   in  Washington   and  the  Middle  East.      I   would  note  that  the   U.S. 
commitment   to   provide   funds   to   retire   certain   portions   of  this   debt   in   FY/96   ($275 
million)    originally    was    made    by    the    Administration    without    consultation    with    the 
Congress.      The   commitment   then    was    rushed    through    Congress    last   year   via 
procedural    waivers    as    part    of   a   conference    committee    meeting    lasting    well    past 
midnight.       Regrettably,    this    is    typical    of   the    Administration's    tendency    to    overcxtend 
U.S.    commitments    abroad    without    prior   consultation    with    the    Congress,    and   then    to 
present   the   Congress   with   a  fait    accompli   -   as   with   the   agreement  over  North   Korea's 
nuclear  program.      This  method   of  doing   business  bodes   ill   for  potential   U.S. 
commitments    involving    Syria.       I    trust    that   the   Administration    will   depart    from   the 
Jordan    model    and    consult    fully    with    the    Congress    before    making    any    commitments   of 
U.S.   funds  or  troops  to   a  peacekeeping  or  monitoring  role  on   the   Golan   Heights,   to 
direct   or   multilateral    U.S.    financial    assistance   to   Syria,   or  to   removal   of  Syria   from 
the    State    Department    lists    of   states    which    sponsor    international    terrorism    and    drug- 
trafficking. 
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It   has   been    observed   that   Jordan   has    a   history   of  forming    alliances   with 
various   neighbors    for   economic    and   strategic    reasons.      This    led    King    Hussein,    for 
example,   to   side  openly   with   Iraq   during   the  Gulf  War  and   then   to   downplay   these 
tics  when  Jordan  needed  help  from  the  U.S.,  Saudi  Arabia,  and  others.     We  must  be 
mindful    of  this   tendency   to   shift   alliances   according   to    the   exigencies   of  the   moment 
and   look  for  signs   of  long-term   stability   in  the   Kingdom   of  Jordan   and   in   its   relations 
with  the  U.S.   and  its  commitment  to  peace  with  Israel.     Thus  we  should  consider  a 
course  of  caution  by  adopting  a  longer  time  frame  for  U.S.  foreign  aid  to  assist  with 
Jordanian   debt   forgiveness,  pro   rata  over  time  as  it  otherwise  would  come  due  for 
repayment.      As   House  Speaker  Newt  Gingrich  has  said,   this   is  merely   a  question  of 
"timing." 


ISRAEL-PALESTINIAN   ARAB    NEGOTIATIONS 

Mr.    Chairman,   the    world   has   observed    a   pattern    of  changes    in    relations 
between   Israel   and   the   Palestinian   Arabs   this   past   year   -   some   positive   and   some   less 
so  -  as  the  parties  attempt  to  implement  the  Oslo  and  Cairo  Agreements.     The  vacuum 
created  by  the  redeployment  of  the  Israel   Defense  Forces  in   the  Gaza  District  and 
Jericho  has  provided   a  real   test  of  the  ability  of  Chairman  Arafat  and  the  PLO  to 
govern    and   to   deliver  the   elements   of  peaceful   coexistence   yearned   for  by   Jews   and 
Arabs  alike  and  rightly  expected  by  the  U.S.      But  the  months  following  the  September 
13,    1993   signing  of  the   Declaration   of  Principles   in  Washington   (which   Arafat   has 
referred   to    as   a   "ceasefire")   have   proven    far   from    peaceful    for   Israel,   with    a   marked 
increase    of   violence    and    terrorism    against    innocent    Israelis,    including    a    record 
number  of  over   130  Israelis  killed,  many  more  wounded,  and   scores  of  Arabs  killed 
and  wounded  by  other  Arabs.      It  has  been  very  troubling  to  see  the  deadly  suicide 
bomb  attacks  in  Afula,  Hadera,  Tel  Aviv  and  Beit  Lid  and  other  acts  of  terrorism  this 
past   year   and    Arafat's   indifferent    responses.      More   troubling   are   reports   from 
Palestinian   Arab   sources   of  the   PLO's   encouragement,   prior  knowledge   of,   and 
cooperation    with    these    attacks. 

While  much  of  the  violence   apparently   was  perpetrated   by   HAMAS   or  Islamic 
Jihad,  Arafat  and  the  PLO  cannot  be  exonerated  from  fault  in  all  of  these  attacks. 
Arafat  said  recently  in  an  all-too-typical  speech  on  Fatah  Day  carried  on  PLO  TV;  "We 
are  all  suicide  bombers.      I  am  speaking  to  the  holy  people  that  have  already  given 
their    lives    and  those    that    plan    to    do   so    in    the   future,    we   have   taken   an   oath   to 
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continue   the   revolution."      (The   Jewish    Voice,  February,   1995,  p.  7,  emphasis    added) 
Three   weeks   later,  two   suicide  bombers   struck   at  Beit  Lid,   killing  21    Israelis   and 
injuring   more    than    60.      It   is   disheartening,   therefore,   to   see   the   State    Department,    in 
its    semi-annual    reports    to    Congress,    dismiss    the    crucial    role    of   Arafat's    inflammatory 
rhetoric    and    underlying    policies    and    ignore    the   direct    involvement   of   the    PLO    and 
Palestinian    police    in    a   number   of   attacks. 

For    example: 

*  A  PLO  policeman  took  part  in  the  October  9,   1994  attack  in  a  Jerusalem 
restaurant    district,    using    a    rifle    registered    with    the    Palestinian    Police,    resulting    in 
two  dead  and   13  wounded,  including  a  U.S.  AID  official; 

*  The  July   17,   1994  Erez  checkpoint  riot  involved  Palestinian  Police 
shooting   at   Israeli    forces,   one   of  whom   later  died,   while   failing   to   control   the 
militant     crowd; 

*  In   early   January,    199S    a  number  of  Palestinian   police   opened   fire  on 
Israel    Defense    Forces    from    a   checkpoint    near   the   Gush    Katif  communities; 

*  The  Ramie  attack  which  resulted  in  the  deaths  of  two  Israelis,  likely 
was  carried  out  by  Fatah  activists:   and 

*  A  Palestinian  policeman   was  expelled  by   Israel   on   February   27,    1995 
for    his    involvement    in    attacks    on    Israelis    and    Palestinian    "collaborators". 

The    State    Department   has   ignored    Arafat's    failure   to    submit    the    required 
changes    to    the    Palestinian    National    Covenant,    and    State's    reports    neglect    even    to 
mention   such   whole   areas   of  PLO   violations   of  written   pledges   as   Arafat's   failure  to 
prevent    the    continued    operation    of   armed    forces    other   than    the    Palestinian    Police 
and    to   prevent    incitement    to    violence    -    an    everyday    occurrence,    especially    in   Gaza. 
Palestinian   police    are   seen    regularly    at   open   rallies   for   HAMAS    and    Islamic   Jihad 
exhorting   the   crowds    to    violence    and  jihad    against    Israel    and    letting    civilians    handle 
and    shoot    their    weapons. 

We  call   on   the   Congress  to  take  the  lead   in  demanding  that   Arafat  disarm 
HAMAS    and    other   militant    factions;    disband    the    illegal    private    security    gangs   that 
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intimidate    the    Palestinian    press    and    operate    outside    the    Palestinian    Authority's 
jurisdiction;    and    set   up   a   real  judicial   system   with   arrest   and   trial   procedures   to 
ensure   rule   of  law   and   deter  violence.      The   Palestinian   Authority    also   must   take 
action  to  stop  the  flow  of  weapons  and  explosives  from  Egypt  into  Gaza  in 
underground    tunnels,    which    includes    mortars    and    Katyusha    rocket    launchers 
according  to   Israeli   security  sources.     (Arutz,  December  25,   1994;   Israel  TV  Channel  2, 
January    14,    1995). 

Chairman    Arafat    repeatedly    has    been    excused    from    having    to    take    responsible 
actions   to   condemn   and   curb   such   violence   and   terrorism.      After  more   than    18 
months,    such    excuses    are    no    longer   credible   or    acceptable    since    direct    authority    has 
been  in  the  hands  of  the  PLO  and  a  strong  Palestinian  police  force  whose  salaries  are 
paid   with   American   taxpayer   money,   not   to   mention   the   millions   of  additional   U.S. 
dollars    we    are   pouring   into   the    territories    for   the    benefit   of  the    Palestinian    Arab 
population.      We   fully  expect  the  PLO  to  comply   with   its  continuing  commitments  to 
Israel,   the   U.S.    and   others  to   renounce   the  use   of  terrorism   and   other  acts   of  violence; 
assume    responsibility    over   all    PLO   elements    and    personnel    in   order   to    assure   their 
compliance,    prevent    violations    and    discipline    violators;    call    upon    the    Palestinian 
people   in   the   territories   to   take   part   in   the   steps   leading  to   the   normalization   of  life, 
rejecting    violence    and    terrorism,    and    contributing    to    peace    and    stability;    and    submit 
to   the   Palestine   National    Council   for   formal    approval   the   necessary   changes   to   the 
Palestinian    Covenant    regarding    recognizing    Israel's    right    to    exist    in    peace    and 
security.      Further,  we  expect  the  PLO  to  woik   for  the  repeal  of  the   illegal  Arab 
economic  boycott  of  Israel  in  all  its  forms  and  to  support  the  unhindered  flow  of 
trade   and   commerce  between   Israel   and   the   areas   of  autonomy. 

We   also  have   concerns  about   the   ability   of  the   Palestinian   autonomy 
authorities   to   manage   funds   provided    by    the    U.S.    and    other   donor   nations   properly 
and  responsibly.     We  do  not  oppose  the  use  of  foreign  assistance  to  improve  the 
economic   conditions   and   standard  of  living  of  Palestinian   Arabs   in   Gaza,   although 
their   living    standards    rose   dramatically    during    the    27   years    of  Israeli    administration, 
international    efforts    for    economic    improvement    are    something    that    Israel    sought    to 
achieve   and   we   and   many   others   have  supported   for  some  time,  only   to   be  opposed   by 
the   Arabs   themselves.      But   U.S.    foreign   aid   to   the   Palestininian   Arabs   should   include 
strict  conditions  concerning   the  distribution   and   use   of  these   monies.      They   must  be 
used   only    for   properly    approved   projects,   using   such   guidelines    as   those   established 
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by    the   World    Bank,    which    will    bring    real    improvement   to    the   health,    living 
conditions    and    economy    of   the    Palestinian    Arabs. 

There   also   are   reliable   confirmed   reports   of  large   scale   PLO   assets   ($10-13 
billion)    and    profitable    businesses    ($1.5-2.0    billion    income    annually)    under    Arafat's 
personal    control,    but    not    used    to    help    the    Palestinian    Arab    population. 

Frankly,    we    are    frustrated    by    continuing    reports    that    Mr.    Arafat    refuses    to 
spend   his   own    funds,    is    attempting   to   maintain   personal   control    over   all    aspects   of 
U.S.   foreign   aid,   and   has   sought   to   appoint   unqualified   persons   solely   on   the  basis   of 
their    loyalty    to    him    (rather    than    the    available,    independent,    qualified    experts)    to    the 
Palestinian    Economic    Council    for    Development    and    Reconstruction    (PECDAR). 
PECDAR  must  be  allowed  to  operate   independently   of  Chairman   Arafat   and  other  PLO 
political   leaders.      Press   reports   continue   to   allege   kickbacks   to   Arafat  and   PECDAR 
officials    and    bidding    procedures    which    discriminate    against    Israeli    companies. 
There    is   a   real   danger   that   U.S.    aid   is   supporting   authoritarian    rule   which   uses 
unfair   tactics    to    enrich    corrupt    bureaucrats.      And    because    of   the    fungibility    of 
money,   we   are   very  concerned   that  the   U.S.   may  be   aiding   and   abetting   acts   of 
terrorism     unwittingly. 

We  have   access  to  confirmed   personal   reports   that,   in   a  pell   mell   rush  to 
develop    the    territories,    environmental    concerns    are    being    trampled,    and    Arafat    and 
his    cronies    are    ignoring    the    advice    of   his    professional    environmental    advisors    to 
emphasize    wise    sustainable    development.      Thus    the    Congress    should    mandate   the 
Administration    to    file    environmental    impact    statements    (EIS)    or    equivalent    reports, 
to    address   and   correct   these   concerns. 

Even    the    Palestinian    Arab    population    itself    has    expressed    strong    reservations 
over   Arafat's  management   tactics,   knowing   that   it   reflects   on   them    as   well.      Many 
have    noted    that    the    overall    economic    conditions    in    the    autonomy    areas    have    dropped 
25%   since  Arafat's  takeover  in  this   first  year  of  PLO  rule.      And  columnist  Georgie 
Anne  Geycr  wrote   {The    Washington    Times,  February  9,   1995)  of  a  development  plan 
by    Palestinian    Arab   businessmen   to    invest    $200   million    in   private    funds   in   the 
Palestinian   economy    which    was    turned    down    by    Chairman    Arafat.      The    article 
reported   that   Arafat   was   skimming   off  30%   of  the   monies    intended   for   imported 
cement   and   that  between   $100  million   and   $1   billion   was  held   in   his   name   in   secret 
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bank    accounts    in    Egypt.      Arafat   pays   seven    different   unauthorized  police    and 

protection    services    with    cash.       Understandably,    the    international  donors,    including 

the    World    Bank,    consistently    have    withheld    funds    from    Arafat    due  to   concerns   over 
accountability. 

In   light   of  these   concerns,   we   called   on   the   Congress   last   year,   in   testimony 
before   this   committee,   to   task   the   General    Accounting   Office   to   conduct   an 
investigation  of  all   PLO   assets   and   sources  of  income,   wherever  located,   and   PLO 
accounting   and   financial   practices.      This  GAO   study    was   requested   by   Chairman   Ben 
Gilman   of  the   House   Committee   on   International   Relations   last   summer   and   is  due   for 
completion  by   late   May,    1995. 

I   want   to   stress   to   you   today   the   importance   of  the   information   which   this 
report   likely    will    provide   and   the   need   for   this   committee   to   utilize   this   information 
in    its    deliberations    concerning    foreign    assistance    to    the   Palestinian    Arabs.       I    believe 
there    already    is    enough    information    available    to  justify    completely    a    cutoff   of   funds 
to  the  PLO  until  Arafat  spends  his  own  PLO  funds;  and  even  then,  bypassing 
Chairman    Arafat    and    his    wasteful,    corrupt    management    style    in    any    further    aid    we 
give.     We  should  not  allow  Arafat  to  manage  one  cent  of  U.S.   funds,  but  rather 
channel     our    assistance     through     responsible    non-governmental     and     international 
organizations    for   specific    projects    to    improve    the    Palestinian    economy,    as    we 
attempted  to  do  in  the  past.     It   is  possible   to   require   Arafat  to  spend  his  own  ca-sh   first 
and    to    end    U.S.    direct    or   indirect    funding    of   Arafat's    largelv    corrupt    machinery, 
while    continuing    to    fulfill    our   commitment    to    the    Palestinian    Arab    people.   Any 
other   course    is    not    "paying    the    price    for   peace",    but    "appeasing    corrupt    autocrats",    a 
course    that    will    produce   neither    solid    development   nor   peace    and    stabilitv. 


ISRAEL-SYRIA/LEBANON   NEGOTIATIONS 

There    is    an    inevitable    link    between    the    Syrian    and    Lebanese   tracks    that   must 
be  made  if  we   are  to  ensure   fair  agreements  that  reflect  American  values   -  Syria 
today  occupies  Lebanon  and  dominates  its  policies.      In  the   assessment  of  Israeli 
military    intelligence;    "Lebanon's   dependence   on   Syria   is   absolute."      (Uri   Saguy,   head 
of  Israeli   military   intelligence,  Davar,  September  5,  1994.)     After  eight  years  of  de 
facto   annexation,  Syria  shows  no  signs  of  leaving  Lebanon.     This  is  an 
embarrassment  not  only  to  the  Lebanese  people,  but  also  to  America  as  the  leader  of 

21 


588 


the   democratic,    free   world,   the   last   superpower,   and   the   chief  broker  of  peace   for   all 
peoples   of  the   region.      It   is   completely   unacceptable,   therefore,    for  the   U.S.   to   ignore 
this    intolerable    situation    while    expending    countless    hours    and    endless    efforts    in 
rescue  diplomacy   to   try   to  broker  a  deal   between   Israel   and  Syria   over  the  Golan,   an 
area   that   has   rested    in   virtually   absolute   peace   for  almost   28   years. 

In    the    negotiations    with    the    Syrians,    the    Israel    Government    has    signaled 
Israel's    readiness    for   territorial    compromise    with    Syria    in    exchange    for    real    peace. 
Syrian    President    Hafez    el-Assad    may    accept    an    Israeli    withdrawal    achieved    by 
dialogue    rather   than    via   the   historic    Syrian    resort    to    armed    conflict,    but    it   remains 
unclear  what  kind  of  peace   Assad   is   willing  to   give   Israel. 

The  prospect  of  a  return  of  the  Golan  to  Syria  is  extraordinary   in  light  of  the 
historic   fact  that  the  Golan,  part  of  biblical   Israel  and  of  the  original   Palestine 
Mandate   intended   for  a  Jewish  homeland,  was  ceded  to  France  in   1923   simply  by   a 
British   colonial   officer's   letter.      Still    more   amazing   is   Israel's   readiness   to   concede   an 
area  most  Israelis  (and   US   military   experts)  deem   vital   to   Israeli   security.      The  Golan, 
home   to   some    12,000   Israeli   citizens   and    10,000   independent   Druze,   constitutes   a  mere 
0.6%   of  Syria's   land   mass   and   was   not  populated  by   Syrians   apart   from   military 
personnel    and    their   dependents    when    under    the    control    of   Damascus. 

Israel,    which    has    the    only    freely-elected,    democratic    government    in    the 
region,  is   free  to  make   any   kind  of  peace  agreement  it  wishes.     The   U.S.,  however, 
must   be   vigilant   to   assure   that   any   such   agreement   is   in   the   U.S.    national    interest 
and    likely   to   bring   long-term   peace   and   stability   to   the    region   before   we   endorse   it. 

Despite   his   public   displays   of  support   for  the   peace   process   aimed   primarily    at 
a   Western   audience,   the   Syrian   dictator  Assad   continues   to   harbor   Marxist   and 
Islamic   terrorists,    work   closely    with    Iran   to   complement   their   mutual    arsenals   of 
advanced    weapons,    and    maneuver    for   territorial    growth    toward    "Greater    Syria"    by 
the    complete    domination    of  Lebanon.      We    are   concerned    with    repeated   press   accounts 
of  massive    Syrian    arms   purchases    from    Russia   of   mainline   battle    tanks    and    other 
hardware    and    of   the    new    Syrian    capabilities,    acknowledged    by    the    Administration, 
for   domestic   production   of  advanced   ballistic   missiles.      Assad   continues   to   acquire, 
produce    and    stockpile    advanced    Scud-C   missiles    and    chemical    and   biological    weapons. 
.  and    to    conduct    research    on    nuclear    weapons 
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The   border   between    Israel    and   Syria   has   been   relatively   quiet   since   the    1973 
Yom   Kippur  War,   in   large  part   because  the   IDF  has  been   looking  down   on   Damascus 
from   the  Golan   and   Assad  has  been  preoccupied   with  Lebanon.      Now,   if  Assad  can 
regain   the    Heights   peacefully,   he   again    will   have   the   tempting   view   of  the   Galilee 
region   enjoyed    by    Syrian    gunners    and    terrorist   infiltrators   from    1948    to    1967.      Syria 
realizes   that    Israel    will    lose    valuable   time   needed    for   mobilizing    reserves. 
Furthermore,    the    chance    of   renewed    conflict    will    be    heightened    since    Syria   no 
longer    will    be    restrained    by    the    risk    of   drawing    superpowers    toward    the    nuclear 
brink. 

With    the   Golan,   Syria   would   control   the   major   watershed   area  feeding   the 

Kinneret   (Sea   of  Galilee),   critical   to   Israel's   growing   needs   for   water,  and   well   may 

use  this   as  a  political   weapon,   as   they  did  prior  to   1967,  by  diverting  streams  flowing 
into    the    upper   Jordan    and    Lake    Kinneret. 

Mr.    Chairman,    we    strongly    concur   with    your   recent    assessment    that    any 
possible    U.S.    commitment    of   large-scale    special    financial    assistance    to    Syria,    whether 
direct   or  indirect,   civilian   or  military,   for  making   peace   with   Israel   should   be   ruled 
out  completely  from  the  start.     It  would  be  shameful  for  the  U.S.  to  participate  in  an 
agreement    which    is    unlikely    to    produce    long-term    peace    and    stability,    much    less 
growth    in    democracy,    personal    freedoms,    and    respect    for    human    rights. 

Under    Assad's    dictatorship,    Syria    has    occupied    neighboring    Lebanon    and    has 
refused    to   honor   its    commitment   to    withdraw   under   the   Ta'if  Accords,    an    agreement 
which   it  forced  on   the   weaker  Lebanese  leadership.      There  are  no  signs  that  Syria 
intends  to   leave  Lebanon  any  time  soon.      Rather,  President  Assad  continues  to 
promote   the   cultivation   and   trafficking   of  narcotics   in   the   Beka'a   Valley   and   to 
manipulate    Hezbollah    and    other   terrorist   groups    and    militias    in    a   proxy    war   with 
Israel.      In  this  regard,  Syria   is   still  on  the  State   Department's  official  list  of  states 
which    sponsor    international    terrorism,    and    Assad    knowingly    harbors    more    than    10 
terrorist    organizations    radically    opposed    to    the    U.S. -sponsored    peace    process. 

Reliable  reports  persist  of  Syria's  key  role  as  a  transhipment  piont  for  massive 
supplies  of  Iranian-produced  counterfeit  U.S.  currency  that  undermines  the  value  of 
the   U.S.   dollar   worldwide.      Furthermore,    Assad   shares    responsibility    for   the   fate   of 
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lAF  Captain  Ron  Arad  (reported  by  the  PLO  to  be  held  in  Syria)  and  other  Israeli 
POW/MIA's   from   the   conflict   in   Lebanon. 

Mr.   Chairman,  we  also  strongly  oppose  the  use  of  U.S.  troops  to  monitor  or 
police   a  peace   agreement  between   Israel   and   Syria.      Any   peace   accord   should   stand 
on   its  own  merits.      It   is   unthinkable  to  place  American   soldiers   in   such   a  dangerous, 
complex    situation    when    considering    the    tragic    record    of   similar    U.S.    peacekeeping 
efforts    in    neighboring    Lebanon.       We    believe    our    tragic    experience    as    peacekeepers 
in    Lebanon,    rather    than    the    relatively    quiet    situation    secured    between    Israel    and 
Egypt   in  the  Sinai,   is  the   proper  model   for  analyzing  the  likelihood  of  success  of  such 
a   U.S.   peacekeeping  mission   on   the  Golan. 

Before  the   U.S.   urges  Israel   to  return  the  Golan   in   reliance  on   U.S.   security 
guarantees   and   other   safeguards,   the   Congress   needs   to   consider   that   the   Golan 
constitutes   the   only   leverage  the  U.S.  ever  may  have  with  Assad,  and  that  he  is  a 
critical   player  in   the   Western   campaign   for  changes   in   the   Arab   world.      We   believe 
the    Congress    should    work    for   every    possible    Syrian    concession    before    expecting 
Israel   to   play   this  strategic   card,   which   will   end   any   incentive   for  Assad   (much   less 
his    successors)   to   cooperate    for   peace   and   stability    regionally    and   moderate   his 
oppressive    domestic    policies. 

Other  key    issues   include   the   need   for  Syria's   express   recognition   of  Israel's 
sovereignty    and   right   to   exist,   the   end   of  Syrian   compliance   with   the   illegal 
economic   boycott   of  Israel,   Syrian   cooperation   to   secure   release   of  Ron   Arad   and 
other  Israeli   POW/MIAs,   and   a  Syrian  commitment  to  end  all   host   activity  for 
terrorist    organizations    and    complicity    with    worldwide    terrorist    activities.       Finally, 
there    must    be    complete    assurances    that    Assad's    regime    has    relinquished    forever   the 
dream   of  a   "Greater  Syria"   inclusive   of  Jordan,   Israel   and   Lebanon. 

The   U.S.  must  be  forthright  in   stating  now  that  we  will   require  Syria  to 
withdraw    from   Lebanon   all   troops   and    security    forces    (estimated    at   40,000,    including 
agents   dressed   as   civilians)   before   we   endorse   any   Israel-Syria  deal.      All   these   issues 
must  be  resolved  before  any  return  of  the  Golan  is  considered.      Only  then  can  the  U.S. 
have   reason  to  believe  that  Syria  is  to  be  trusted  as  a  partner  in  the  quest  for  peace 
and  stability  in  the   Middle  East. 
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Shorn   of  her  Soviet   backers   and   without  the   power  to   wage   war  successfully 
against   Israel   without  an  Egyptian  ally  on   a  second   front,   Syria  well  may   be   ready  to 
make  an  agreement.      But  the  U.S.   should  look  beyond  the  immediate  temptation  to 
press   for  a   hasty   accord   to  the   very   real   historic   and   strategic   warning   signs   of  its 
likely    tragic    side   effects   on   the   prospects   for   long-term   peace   and   democracy   in   the 
Middle  East  and  the  world. 


JERUSALEM 

We   would   be   remiss,   for  program    and   budgetary    reasons   (since   our  embassies 
and    consulates    help    administer   U.S.    foreign    assistance),    if  we    did    not   mention 
Jerusalem,   a   wonderful   and   uniquely   blessed   city    where   I   was   privileged   to   live   for 
almost  seven  years  and  which  we  visit  often.     As  the  Psalmist  warned:     "If  I  forget 
thee,   O   Jerusalem,   let  my   right  hand   forget  her  cunning.   If  I  do   not   remember  thee, 
let  my  tongue  cleave  to  the  roof  of  my  mouth;   if  I  prefer  not  Jerusalem  above  my 
chief  joy."      (Psalms   137:5-6). 

I   would   call   your  attention   to   an   innovative   bill   being   considered    for 
introduction   in  the  Senate  by  Senator  Jon  Kyi   (R-AZ).      The  proposed  bill  would 
redress   a   long-standing   slight   to   our   friend   and   ally   Israel   by   placing  the   U.S. 
Embassy    in   Jerusalem   in   time    for   the    3,000th    anniversary   celebration   of  King   David's 
entry    into   the    city. 

Mr.    Chairman,   strong   majorities    in   both   Houses   of  Congress    repeatedly   have 
expressed   their   support    for   a    united    Jerusalem   under   Israeli    sovereignty.      At   this 
historic   time,   I   believe   it   is   the   responsibility   of  Congress   to  express   this   concensus 
position   in   ever  stronger  terms.      For  3,000  years,   Jerusalem   has  been   the  capital   of 
the    Jewish    People,    and    now    that    enduring    relationship    is    under    significant 
challenge.      U.S.    State   Department   policy   on   Jerusalem   has   served   to   encourage   those 
who  would   seek  to   re-divide  the  city. 

The  Kyi  bill  expresses  the  sense  of  the  Congress  that  the  U.S.  Embassy  in  Israel 
should  be  located  in  Jerusalem,  in  accord  with  Israel's  right  under  international  law 
and  custom  to  choose  its  own  capital.  The  bill  permits  funding  of  the  U.S.  Embassy  in 
Israel   only   if  the   Embassy   is  designated  to  be  located   in   Jerusalem. 
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The    Kyi    bill    will    incur  no   cost,   delay,   or   administrative    dislocation  since  it 
specifically    provides   that    the    actual    working    location   of   U.S.    personnel    need    not 
change   as   a  direct   result   of  the   act.      Thus  the   Administration   simply   may   designate 
the    change,    then    construct    or    renovate    facilities    over    time    as    necessary. 

Successive  American  presidents  have  been  reluctant  to  do  the  right  thing  on 
Jerusalem  lest  they  interfere  with  U.S.  ability  to  serve  as  an  "honest  broker" 
regarding  Arab  and  Israeli  claims.  But  we  are  more  likely  to  influence  a  settlement 
if  Arab  parties  are  given  an  honest  appraisal  of  true  U.S.  intentions  and  understand 
they  cannot  play  off  the  U.S.  against  Israel  on  this  issue.  Our  participation  in  Middle 
East  diplomacy  should  be  explicitly  on  the  basis  of  our  position  as  Israel's  friend  and 
ally. 

This  decision   should  not  be  made  hostage  to  the  good   faith  of  Chairman  Yasser 
Arafat   and  the   PLO   in   possible   future   negotiations.      U.S.    recognition   of  Jerusalem   is 
not  a  matter  for  any  party  other  than  the  U.S.  Government  to  decide.     It  is  an 
American   decision    and   the    Congress,    as    a   full    partner   with   the    Administration    in   the 
formulation    of   foreign    policy,    should    remain    resolute    in    its    demand    that    Israeli 
sovereignty    over   a   united    Jerusalem    is   non-negotiable    and   that   the    U.S.    Embassy 
should  be  located  there  at  once. 

Hopefully,   the  House  of  Representatives   will   see   fit  to  introduce   and  consider 
corresponding    legislation    in    the    House    soon. 


CONCLUSION 

In   conclusion,    Mr.    Chairman,   the    annual    foreign    aid    which    the    U.S.    provides 
to   Israel   is   a   good   investment  in   a  democratic   and   strategic   ally  of  this  country,   and  is 
needed   now   more   than   ever.      American   Christians   and    Bible-believers    support   this 
assistance  for  FY  1996  because  it  is  in  our  own  best  interests,  and  we  call  for  further 
assistance    in    the    form    of    the    emergency    humanitarian    assistance    requested    by    Israel 
to  help   in   the   absorption  of  Soviet  and  other  Jewish   immigrants.      We   appreciate  the 
support   that   this   committee   and   the   Congress   have   given   to   Israel    and   we   are 
thankful    for    your    courageous    and    moral    leadership    on    these    issues. 
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As  for  aid  to  other  nations  of  the  Middle  East,  a  careful  second-look  should  be 
given  at  whether  these  nations  fully  support:      (1)     a  warm  peace  with  Israel;   (2)     a 
complete   and    immediate   end   to   the   shameful   continuation   of  the   economic    boycotts 
against   Israel;   (3)      progress  toward   democracy   and   respect   for  the   rights  of  all;   and 
(4)    U.S.    initiatives    in    the    United    Nations,    including   continued   or   prospective 
sanctions    and    containment   directed    toward    Iran,    Iraq,    Libya    and    other   outlaw    states. 

In   short,   U.S.   foreign   aid   must   serve   U.S.   national   interests   and   values  now 
more   than   ever.      Thank   you,   once   again,   for  the   opportunity   to   present   this 
testimony    before    you. 
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Mr.  Callahan.  Thank  you.  We  will  submit  your  entire  statement 
for  the  record.  I  do  not  see  too  many  things  that  I  disagree  with 
you  on,  especially  about  Israel  and  then  the  recognition  of  the  im- 
portance of  them  to  this  country. 

But  when  Isaiah,  the  prophet,  was  writing,  he  did  not  even 
dream,  nor  was  there  any  such  word,  I  do  not  think,  as  "deficit." 
[Laughter.] 

Had  Isaiah  had  the  ability  to  look  at  the  debt  of  the  country,  I 
do  not  know  what  he  would  prophesize.  But  I  would  imagine  it  is 
total  bankruptcy  unless  we  stop  spending. 

But  as  I  said  to  the  representative  from  Egypt,  we  are  going  to 
have  to  recognize  that  this  money  to  Israel  is  not  an  entitlement, 
that  it  is  just  as  important  to  Israel  as  it  is  to  the  United  States 
that  we  get  our  house  in  order. 

Mr.  Parsons.  Yes. 

Mr.  Callahan.  And  that  being  such  a  strong  ally,  they  ought  to 
recognize  that. 

Mr.  Parsons.  Yes. 

Mr.  Callahan.  And  they  ought  to  join  with  us  in  coming  to  us, 
telling  us,  that  they  ought  to  be  willing  to  share  in  the  sacrifice 
that  all  Americans  are  going  to  have  to  share  in. 

Mr.  Parsons.  Israel  has  a  vibrant  democracy,  as  you  know,  and 
that  debate  has  been  going  on  for  some  time  about  weaning  itself 
from  American  foreign  aid. 

Mr.  Callahan.  Well,  I  hope  they  send  us  a  message.  Maybe  we 
may  have  to  call  on  the  Prophet  Isaiah  or  someone  to  give  us  a 
stronger  message. 


Thursday,  March  30,  1995. 
THE  NATIONAL  ALLIANCE  OF  LEBANESE  AMERICANS 

WITNESS 

TOUFIC  BAAKLEVI,  CHAIRMAN,  GOVERNMENT  AFFAIRS  COMMITTEE, 
national  ALLIANCE  OF  LEBANESE  AMERICANS 

Mr.  Callahan.  Mr.  Baaklini,  from  the  National  Alliance  of  Leba- 
nese Americans. 

Mr.  Baaklinl  Thank  you,  Mr.  Chairman,  for  allowing  us  to  tes- 
tify today  in  front  of  your  committee.  I  have  special  regards  from 
Ed  Kafali. 

Mr.  Callahan.  He  writes  me  all  these  nasty  18-page  letters  as 
the  spokesman  for  Lebanon  and  as  chairman  of  the  Democratic 
party  in  Mobile.  Let  me  tell  you,  they  are  scathing  letters.  He  is 
not  a  good  reference. 

Mr.  Baaklinl  But  he  sends  anyway. 

Mr.  Callahan.  Give  him  my  best. 

Mr.  Baaklinl  I  would  like  to  add  to  the  record,  we  had  a  meet- 
ing about  a  month  ago  with  Newt  Gingrich,  Speaker  of  the  House 
and  we  handed  him  something  called  the  American  Contract  for 
Lebanon.  I  would  like  to  add  it  to  the  record. 

My  name  is  Toufic  Baaklini.  I  am  the  government  affairs  officer 
of  the  National  Alliance  of  Lebanese  Americans,  NALA.  NALA  is 
a  charitable  organization  that  is  organized  in  chapters  all  over  the 
United  States.  NALA  has  organized  shipments  of  medicine  and 
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medical  equipment  for  Lebanon  over  the  past  years  valued  at  over 
$230,000.  NALA  has  organized  fund-raising  drives  to  build  homes 
in  Lebanon  through  the  Catholic  Near  East  Relief  Agency.  In  addi- 
tion to  this  work,  NALA  maintains  a  regular  dialogue  with  the  Na- 
tional Security  Council  and  the  Special  Coordinator  for  the  Middle 
East  Peace  Talks  regarding  U.S.  Lebanon  policy  vis-a-vis  the  Mid- 
dle East  peace  talks. 

April  1995  marks  the  20th  anniversary  of  the  beginning  of  the 
war  and  occupation  of  Lebanon  by  her  neighbors.  A  generation  of 
such  upheaval  does  not  pass  without  causing  permanent  damage  to 
a  country  and  people.  Lebanon  is  suffering  permanent  damage  po- 
litically, socially,  economically  and  in  terms  of  national  character 
and  identity. 

It  is  significant  to  note  that  20  years  ago  Lebanon  was  a  pros- 
perous, relatively  stable  Western  ally  in  the  region.  After  20  years 
of  American  policy  of  international  and  neglect,  the  Lebanon  of 
1995  is  barely  recognizable  as  the  country  that  it  it  was  in  1975. 

The  political  power  once  wielded  by  the  Christian-Sunni  coali- 
tion as  expressed  through  the  National  Pact  is  no  more.  In  its  place 
is  a  coalition  of  Syrian  and  Iranian  political  and  military  power. 
Iranian  power  is  manifested  in  Lebanon  by  the  ever  growing  Shiite 
movement  known  as  Hezbollah.  It  has  become  a  major  force  in  the 
revamped  Parliament  which  was  elected  in  1992.  Many  Lebanese 
government  funded  social  welfare  programs  are  administered  to 
the  people  through  Hezbollah.  That  is,  the  Lebanese  government 
appropriates  money  to  Hezbollah,  such  is  the  strength  of  Hezbollah 
in  Parliament  with  the  mailed  fist  of  the  Syrian  occupation  army 
insuring  that  its  allies  receive  their  share  of  government  funds. 

Hezbollah  military  actions  in  the  south  of  Lebanon  are  not  re- 
sisted by  the  Lebanese  government.  Indeed,  the  Lebanese  govern- 
ment offers  praise  for  the  military  activity  of  Hezbollah  as  legiti- 
mate acts  of  resistance  against  an  occupying  force. 

Secretary  Christopher  and  others  in  the  Administration  have  de- 
scribed Hezbollah  military  activity  in  the  south  of  Lebanon  as  the 
principle  stumbling  block  in  achieving  a  major  U.S.  diplomatic  ini- 
tiative, the  comprehensive  peace  between  Israel  and  each  of  its 
neighbors.  Hezbollah  is  the  key  to  Hamas  activity  in  the  Occupied 
Territories  and  in  Israel  proper. 

Syrian  occupied  Lebanon  under  which  the  Iranian  directed 
Hezbollah  is  waxing  in  power  and  influence  is  quickly  becoming  the 
Western  platform  for  the  outlaw  state  of  Iran  to  export  its  fun- 
damentalist anti-Western  ideology  through  the  Eastern  Mediterra- 
nean in  a  direct  assault  on  American  allies  and  interests  in  the  re- 
gion. 

Twenty  years  ago,  Lebanon  was  the  eyes  and  ears  for  the  West 
to  the  Arab  world.  Now  it  has  become  the  gun  platform  from  which 
the  East  is  taking  aim  to  the  West. 

The  Lebanese  government  is  little  more  than  a  rubber  stamp  for 
Syria  and  its  interests  in  Lebanon.  The  government  is  rife  with  cor- 
ruption due  to  participation  of  its  members  in  the  illicit  narcotics 
industry  which  continues  to  boom  in  occupied  Lebanon. 

The  war  in  Lebanon  is  not  over.  It  has  changed  from  a  military 
struggle  to  a  political  struggle.  The  political  struggle  is  being 
waged  as  a  cultural  war.  The  fundamentalists  are  promoting  their 
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ideology,  taking  full  advantage  of  the  cover  afforded  them  by  the 
Syrian  occupation  army.  In  the  process  of  addressing  the  material 
needs  of  the  people  for  food,  clothing,  shelter  and  medical  care, 
they  are  promoting  their  ideology  and  winning  over  significant 
numbers. 

Lebanon  is  the  political  prize  that  the  fundamentalists  seek. 
They  are  vying  for  it  against  the  West.  The  West,  and  particularly 
the  United  States,  is  oblivious  to  the  fact  that  it  has  been  engaged. 
The  Lebanese  have  shouldered  the  burden  alone  and  they  are  los- 
ing the  battle.  The  Lebanese  army  and  institutions  of  higher  edu- 
cation are  the  last  lines  of  defense  in  this  cultural  war  to  hold  Leb- 
anon away  from  the  fundamentalists. 

Based  on  the  political  situation  in  Lebanon  as  described  above, 
our  recommendations  for  aid,  one,  to  expand  U.S.  support  to  the 
Lebanese  army  through  appropriations  for  purchase  of  military  lo- 
gistics equipment  and  the  doubling  of  the  IMET  program  for  Leba- 
nese army  officers  training  in  the  United  States  under  military  the- 
ory. 

Two,  sustained  support  for  the  Lebanese  American  University 
and  the  American  University  of  Beirut,  higher  institutions  for 
learning  of  longstanding  in  Lebanon. 

Three,  to  sustain  and  expand  appropriations  to  essential  PVOs 
such  as  the  Catholic  Near  East  Relief  Agency  and  the  Lebanese 
Red  Cross.  We  ask  for  $20  million  for  fiscal  year  1996  for  such  ap- 
propriations. 

[The  information  follows:] 
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INTRODUCTION 


My  name  is  Toufic  Baaldini.  I  am  the  Government  Affairs  Officer  of  the 
National  Alliance  of  Lebanese  Americans  (NALA).  NALA  is  a  charitable  organization 
that  is  organized  in  Chapters  all  over  the  United  States.  NALA  has  organized  shipments 
of  medicine  and  medical  equipment  to  Lebanon,  which  over  the  past  year  was  valued  at 
over  $230,000.  NALA  has  organized  fund  raising  drives  to  rebuild  homes  in  Lebanon 
through  the  Catholic  Near  East  Relief  Agency.  In  addition  to  this  work,  NALA 
maintains  a  regular  dialogue  with  the  National  Security  Council  and  the  Special 
Coordinator  for  the  Middle  East  Peace  Talks  regarding  U.S.  Lebanon  policy  vis  a  vis 
the  Middle  East  Peace  Talks. 

We  wish  to  thank  the  Chairman  and  the  Subcommittee  for  inviting  NALA  to 
offer  its  testimony  today. 

SUMMARY  OF  FOREIGN  ASSISTANCE  RECOMMENDATION  FOR 
LEBANON 

1.  Expanded  U.S.  support  for  the  Lebanese  Army  with  an  appropriation  for  the 
purchase  of  military  logistics  equipment  and  a  doubling  of  the  IMET  Program  for 
Lebanese  Army  officer's  training  in  the  United  States  under  American  military 
theory. 

2.  Sustain  support  for  the  Lebanese  American  University  (LAU)  and  the  American 
University  at  Beirut  (AUB)  as  American  institutions  of  higher  learning  of  long 
standing  in  Lebanon. 

3.  Sustain  and  expand  the  appropriation  to  essential  and  effective  PVOs  such  as  the 
Catholic  Near  East  Relief  Agency  and  the  Lebanese  Red  Cross  to  provide  for  the 
housing,  health  and  nutrition  needs  of  Lebanon's  neediest  people. 

4.  Maintain  the  travel  ban  which  would  prohibit  U.S.  citizens  from  traveling  to 
Lebanon,  However,  we  urge  the  lifting  of  restrictions  on  travel  agents  and  Middle 
East  Airlines  from  selling  airline  tickets  in  the  United  States  to  persons  otherwise 
not  covered  by  the  travel  ban. 

5.  As  a  total  appropriation  for  Lebanon,  in  the  categories  listed,  NALA  recommends  a 
spending  level  for  FY  1996  of  $20  million  dollars. 
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POUCY  REVIEW  AND  POLITICAL  CONTEXT  FOR  RECOMMENDATIONS 

April  1995  marks  the  20th  anniversary  of  the  beginning  of  the  war  and 
occupation  of  Lebanon  by  her  neighbors.  A  generation  of  such  upheaval  does  not  pass 
without  causing  permanent  damage  to  a  country  and  a  people.  Lebanon  is  suffering 
permanent  damage  politically,  socially,  economically  and  in  terms  of  its  national 
character  and  identity. 

77:«  Political  Situation  in  Lebanon 

It  is  significant  to  note  that  20  years  ago  Lebanon  was  a  prosperous,  relatively 
stable  Western  ally  in  the  region.  After  20  years  of  an  American  policy  of  intervention 
and  neglect,  the  Lebanon  of  1995  is  barely  recognizable  as  the  country  that  it  was  in 
1975. 

Shift  in  the  Balance  of  Power  •  The  Rise  of  Hezbollah.  The  political  power 
once  wielded  by  the  Christian  -  Sunni  political  coalition  as  expressed  through  the 
National  Pact  is  no  more.  In  its  place  is  a  coalition  of  Syrian  and  Iranian  political  and 
military  power.  Iranian  power  is  manifested  in  Lebanon  by  the  ever  growing  Shiite 
movement  known  as  Hezbollah.  It  has  become  a  major  force  in  the  revamped 
Parliament  which  was  elected  in  1992.  Many  Lebanese  Government  funded  social 
welfare  programs  are  administered  to  the  people  through  Hezbollah.  That  is,  the 
Lebanese  Government  appropriates  money  to  Hezbollah,  such  is  the  strength  of 
Hezbollah  in  Parliament  with  the  mailed  fist  of  the  Syrian  occupation  army  insuring 
that  its  allies  receive  their  share  of  government  funds.  Many  Christians  who  live  in 
predominant  Shiite  areas  of  the  country,  have  read  the  writing  on  the  wall  and  have 
joined  the  Hezbollah  Party.  They  have  been  elected  to  parliament  as  members  of  the 
Hezbollah  Party.  This  is  a  dramatic  turn  around.  Whereas  the  National  Pact  coalition 
was  pro- Western  or  neutral,  the  Syrian-Shiite  coalition  is  virulently  anti-Western. 

Hezbollah  military  actions  in  South  Lebanon  are  not  resisted  by  the  Lebanese 
Government,  eventhough  they  take  place  outside  of  the  context  of  the  Lebanese  Army 
or  any  other  legally  constituted  security  force.  Indeed,  the  Lebanese  Government 
offers  praise  for  the  military  activity  of  Hezbollah  as  legitimate  acts  of  resistance 
against  an  occupying  force.  This,  by  the  way,  is  the  official  position  of  the  Syrian 
Government  toward  Hezbollah  activity  in  Lebanon. 


Secretary  Christopher  and  others  in  the  Administration  have  described 
Hezbollah  military  activity  in  South  Lebanon  as  the  principle  stumbling  block  in 
achieving  a  nu^jor  U.S.  diplomatic  initiative,  the  comprehensive  peace  between  Israel 
and  each  of  its  neighbors.  Hezbollah  is  the  key  to  Hamas  activity  in  the  Occupied 
Territories  and  in  Israel  proper.  Hezbollah  provides  funding,  training  and  safe  havens 
for  Hamas  operatives  in  the  Occupied  Territories.   Hamas  terrorist  activity  in  the  past 
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year  has  caused  the  deaths  of  almost  70  Israelis  within  Israel;  caused  the  sealing  off  of 
the  territories;  the  loss  of  jobs  for  the  Palestinians  who  work  in  Israel,  and  may  yet 
cost  the  United  States  its  peace  initiative. 

Hezbollah  camps  in  Occupied  Lebanon  are  also  major  launching  pads  for 
fundamentalist  activity  in  Algeria  and  Turkey,  the  latter  of  which  is  a  NATO  ally,  as 
well  as  for  the  fundamentalist  movement  that  is  taking  place  in  Egypt,  which  is  an 
essential  ally  to  the  United  States,  especially  in  the  peace  process. 

Syrian  Occupied  Lebanon  under  which  the  Iranian  directed  Hezbollah  is  waxing 
in  power  and  influence  is  quickly  becoming  the  Western  platform  for  the  outlaw  state 
of  Iran  to  export  its  fundamentalist,  anti-Western  ideology  throughout  the  Eastern 
Mediterranean  in  a  direct  assault  on  American  allies  and  interests  in  the  region. 

Twenty  years  ago,  Lebanon  was  the  eyes  and  ears  for  the  West  to  the  Arab 
World.  Now,  it  has  become  the  gun  platform  from  which  the  East  is  taking  aim  at  the 
West.  This  is  the  political  legacy  of  the  past  generation  of  U.S.  policy  on  Lebanon. 

Impotence  and  Corruption  in  the  Lebanese  Government.  The  Lebanese 
Government  is  little  more  than  a  rubber  stamp  for  Syria  and  its  interests  in  Lebanon. 
The  Government  is  rife  with  corruption  due  to  participation  of  its  members  in  the  illicit 
narcotics  industry  which  continues  to  boom  in  Occupied  Lebanon.  When  this  was 
exposed  by  one  of  the  members  of  the  Parliament  last  summer,  it  triggered  a  crisis 
whereby  the  Prime  Minister,  Rafik  Hariri  threatened  to  resign  his  office  over  the 
incident.  Lebanese  Prime  Minister  Hariri,  a  Saudi  billionaire,  caused  a  major  financial 
panic  by  threatening  to  remove  his  money  from  the  Lebanese  banks  over  the  incident. 

With  petty  thieves  in  nominal  control  of  the  Lebanese  government,  the  real 
political  power  over  Lebanon  remains  in  Damascus  with  the  Alawite  dictatorship  of 
Hafez  al  Assad.  This  dictatorship  of  10%  of  the  population  governing  the  other  90% 
through  brute  force,  intimidation  and  murder  is  little  more  than  a  very  sophisticated 
organized  crime  syndicate  that  has  taken  over  the  institutions  of  an  entire  state.  This 
regime  has  American  blood  on  its  hands. 

Through  American  indifference  and  incompetence  in  its  Lebanon  policy  in  the 
wake  of  the  disaster  that  occurred  at  the  Marine  Barracks  at  Beirut  International  Airport 
on  October  23,  1993,  Syria  did  not  have  to  militarily  subdue  Lebanon,  rather, 
Lebanon  was  abandoned  to  Syrian  occupation  and  control.  From  February  8,  1984, 
the  day  that  the  U.S.  Marine  Expeditionary  Force  crossed  the  Damour  River  on  its  way 
out  of  Lebanon,  the  Syrian  -  Shiite  Coalition  took  hold  in  Lebanon.  This  coalition  has 
given  us  today,  a  Lebanon  that  is  a  narcotics  trafficking  state,  a  terrorist  haven  and  a 
platform  for  the  execution  of  anti-American  and  anti-Western  policy  that  has  regional 
implications  for  the  United  States. 
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Appropriations  Directed  to  the  Last  Lines  of  Defense  for  Lebanon.     The 

war  in  Lebanon  is  not  over.  It  has  changed  from  a  military  struggle  to  a  political 
struggle.  The  political  struggle  is  being  waged  as  a  cultural  war.  The  fundamentalists 
are  promoting  their  ideology,  taking  full  advantage  of  the  cover  afforded  them  by  the 
Syrian  Occupation  Army.  In  the  process  of  addressing  the  material  needs  of  the  people 
for  food,  clothing,  shelter  and  medical  care,  they  are  promoting  their  ideology  and 
winning  over  significant  numbers. 

Lebanon  is  the  political  prize  that  the  fundamentalists  seek.  They  are  vying  for 
it  against  the  West.  The  West,  and  particularly  the  United  States,  is  oblivious  to  the 
fact  that  it  has  been  engaged.  The  Lebanese  have  shouldered  the  burden  alone  and  they 
are  losing  the  battle.  The  Lebanese  Army  and  institutions  of  higher  learning  are  the 
last  lines  of  defense  in  this  cultural  war  to  hold  Lebanon  away  from  the 
fundamentalists. 

Based  on  the  political  situation  in  Lebanon  as  described  above,  the  foreign  aid 
program  that  NALA  advocates  is  a  direct  response  to  the  threat  posed  by  the 
fundamentalists  who  are  actively  attempting  to  create  of  Lebanon  an  Islamic  Republic. 
The  Army  is  critical.  The  officer  corp  must  be  trained  in  western  techniques,  values 
and  ideals  of  respect  for  civilian  authority  and  human  rights.  The  IMET  program  is 
critical  to  that  training.  With  the  rank  and  file  of  the  Army  predominantly  drawn  from 
the  Shiite  population  of  Lebanon,  it  is  imperative  that  the  officer  corp  of  the  Lebanese 
Army  learn  the  western  way  and  indoctrinate  their  men  under  western  military  theory 
and  training. 

The  American  University  at  Beirut  and  the  LAU  are  significant  not  only  for  the 
symbolic  western  presence  that  they  lend  to  Lebanon,  but  as  conduits  by  which  the 
West  can  maintain  academic  contact  with  the  nation  and  her  people. 

Neither  of  these  appropriations,  the  IMET  program,  the  military  sales  program, 
nor  the  education  program  involve  provision  of  appropriated  funds  to  the  Lebanese 
Government.  It  is  significant  and  imperative  that  no  cash  payments  or  credits  be 
allowed  the  existing  government  in  Beirut. 

The  Social  and  Economic  Situation  in  Lebanon 

Collapse  of  the  Economic  Middle  Class.  Lebanon,  in  197S,  had  a  thriving 
middle  class  consisting  of  professionals  in  law,  engineering,  advertising,  publishing  and 
the  arts.  Lebanon  had  its  very  wealthy  and  its  poor,  but  the  system  provided  for 
economic  mobility.  An  excellent  education  system  allowed  even  for  the  poor  to  go  to 
school,  acquire  skills  and  degrees  and  improve  their  lot  and  that  of  one's  family.  The 
Lebanese  Pound  was  valued  at  2.SL1 :  $1.00. 

Twenty  years  later,  the  Lebanese  middle  class  has  been  ravished  by  the 
destruction  wrought  by  war  and  the  uncertainties  created  by  the  occupation  of  Lebanon 
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by  the  neighboring  police  state  of  Syria.  Those  members  of  the  middle  class  who  were 
not  able  to  immigrate  from  Lebanon  are  unable,  in  Lebanon  today,  to  maintain  a 
middle  class  life  style  in  a  country  where  public  officials  demand  payors  at  every  turn, 
where  inflation  runs  at  35%  annually,  where  the  currency  has  been  devalued  by  a 
factor  of  680%  and  where  property  is  subject  to  arbitrary  seizure  by  a  government  run 
by  police  state  tactics.  Tliis  has  created  a  relatively  new  phenomena  for  Lebanon 
known  as  static  poverty,  that  is,  poverty  from  which  there  is  no  legitimate  means  of 
escape. 

The  widening  gap  between  the  very  wealthy  and  the  very  poor  created  by  the 
collapse  of  the  middle  class  bridge  between  the  two  has  created  this  situation  where  the 
poor  can  not  lift  themselves  out  of  poverty.  Economic  mobility,  the  key  to  social  and 
economic  stability  for  any  society  has  been  severely  affected  by  these  developments. 
The  growing  pockets  of  poverty  in  Lebanon  serve  as  fertile  breeding  grounds  for  the 
type  of  destabilizing  fundamentalist  ideology  that  is  rampant  in  the  region. 

Aid  Recommended  through  PVO  Administration.  In  order  to  keep  Lebanon 
from  falling  to  the  fundamentalists,  the  United  States  must  participate  with  aid 
programs  that  will  at  least  offer  competition  to  the  fundamentalists  among  the  very 
needy.  NALA's  recommendation  for  direct  aid  to  the  poor  of  Lebanon  through  PVO's 
arises  from  this  need.  The  Lebanese  Government,  as  an  instrument  of  outside  forces  at 
work  in  Lebanon  is  not  the  proper  instrument  for  the  delivery  of  this  needed  aid. 
PVO's  such  as  the  Lebanese  Red  Cross  and  the  Catholic  Near  East  Relief  Agency  have 
proven  records  of  efficient  delivery  of  aid  to  those  in  desperate  need  in  Lebanon.  As 
we  have  recommended  in  the  past,  so  now  we  recommend  a  reauthorization  of  funds  to 
their  administration. 

The  Peace  Process 

NALA  maintains  a  regular  dialogue  with  the  U.S.  Administration  regarding  the 
Regional  Peace  Talks.  We  have  regularly  counseled  a  more  active  role  for  the  U.S. 
Administration  in  bringing  these  talks  to  a  successful  conclusion.  We  wish  for  the  talks 
to  succeed  and  to  create  a  comprehensive  peace  regime  that  will  include  Israel  and  each 
of  its  neighboring  states.  Syria  is  the  sole  hold  out  at  this  point.  Syrian  intransigence 
threatens  the  entire  process  with  failure.  Going  back  to  1991,  the  United  States  very 
unwisely  established  a  framework  for  peace  which  left  too  much  control  of  the  process 
in  the  hands  of  Syria,  the  regional  ally  of  Iran  which  is  the  principal  opponent  to  the 
Talk's  eventual  success. 

Syrian  Duplicity.  Now,  5  years  into  the  process,  NALA's  warnings  of  Syrian 
duplicity  are  proving  correct.  Syrian  control  of  Lebanon  as  a  vassal  state  provides  its 
ally,  Iran,  a  launching  pad,  a  safe  haven  and  training  ground  for  its  surrogate  force,  the 
Hezbollah  militia.  Direct  Hezbollah  activity  and  indirect  activity  through  Hamas 
constitutes  the  waging  of  political  warfare  against  the  government  of  Prime  Minister 
Rabin  in  an  effort  to  drive  him  from  office  and  end  any  hopes  for  a  comprehensive 
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settlement.   Syria  is  actively  engaged  in  this  effon  even  as  Hafez  al  Assad  meets  with 
U.S.  Secretary  Christopher  and  promises  to  resume  talks  in  Washington. 

Frank  Gaffney,  writing  in  the  Washington  Times  on  March  21,  1995  reported 
citing  COMPASS  a  Middle  East  Wire  Service  report  of  March  15,  1995  that  Saudi 
Foreign  Minister  Saud  al  Faisal  carried  a  message  directly  from  President  Clinton  to 
Hafez  al  Assad  giving  Clinton's  "personal  promise  to  help  remove  Syria  from  the  State 
Department  list  of  states  sponsoring  terrorism  and  drug  trafficking",  if  he  would  in  turn 
agree  to  reopen  the  Washington  talks  with  Israel.  According  to  the  article,  President 
Clinton  acted  over  the  objections  of  Ambassador  Dennis  Ross,  the  Special  Coordinator 
for  the  Talks. 

This  is  a  serious  error.  Syrian  placement  on  the  State  Department  list  is  a 
strategic  leverage  tool  that  should  not  be  released  except  upon  a  bona  fide  showing  of 
real  change  by  the  Syrian  dictator.  Instead,  the  President  appears  to  be  giving  away  a 
strategic  negotiating  tool  in  order  to  win  a  24  hour  favorable  press  story.  Based  on 
past  behavior,  we  can  expect  that  the  Syrian  representative  will  appear  in  Washington, 
negotiate  for  several  months  by  putting  forth  impossible  conditions.  Meanwhile,  Assad 
will  assist  in  engineering  some  incident  or  terrorist  attack  which  will  justify  his 
asserting  a  new  grounds  for  protest  and  recall  of  his  representative  from  Washington. 
The  U.S.  will  have  gained  nothing  while  giving  up  a  valuable  source  of  leverage.  To 
the  extent  that  the  Congress  has  control  over  this  matter  of  the  Syrian  presence  on  the 
State  Department  list,  NALA  seeks  Congressional  support  for  maintenance  of  Syria  on 
the  list  and  the  continued  denial  of  any  aid  in  any  form,  direct  or  indirect,  fi-om  U.S. 
taxpayer's  dollars  until  such  time  as  Assad  ceases  support  for  terrorism,  narcotics 
trafficking,  and  ends  his  occupation  of  neighboring  Lebanon. 

U.S.  as  the  Trustee  of  Lebanese  Interests  in  Absence  of  Lebanese 
Representatives  to  the  Talks.  The  Lebanese  are  not  represented  in  these  Talks. 
Syrian  hegemony  in  Lebanon  and  over  its  puppet  government  has  left  Lebanese 
interests  unattended.  NALA  has  the  assurances  given  by  members  of  the  National 
Security  Counsel  and  the  Special  Coordinator  that  Lebanon  will  not  be  the  sacrificial 
lamb  in  the  creation  of  the  peace.  We  are  certain  that  this  is  the  intention  of  the 
individuals  with  whom  we  dialogue  within  the  Administration.  However,  with  an 
election  year  looming  in  both  the  U.S.  and  Israel  and  expedient  need  for  good  news  to 
come  from  these  talks  in  the  near  future,  intentions  and  deeds  may  carry  a  fatal 
variance  for  Lebanon.  We  therefore  demand  of  you,  the  members  of  the  104th 
Congress,  to  keep  the  President  honest  and  true  to  commitments  which  have  been  given 
to  NALA,  and  through  NALA  to  the  Lebanese  People.  Lebanese  sovereignty  and 
independence,  sacrificed  in  the  name  of  containment  of  the  Arab-Israeli  Wars,  shall  not 
be  sacrificed  in  the  name  of  an  Arab-Israeli  Peace.  This  is  the  commitment  the 
Lebanese  seek.  That  the  President  has  chosen  to  override  his  principal  advisor, 
Ambassador  Ross,  on  an  issue  that  touches  directly  on  this  commitment,  is  of  great 
concern  to  NALA  and  should  be  of  great  concern  to  you  as  well. 
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Mr.  Callahan.  We  appreciate — we  will  put  your  entire  state- 
ment in  the  record,  Mr.  Baaklini.  I  do  not  know  if  you  were  here 
earlier  when  I  expressed  agreement  with  you  that  I  am  of  the  im- 
pression that  Syria  ought  not  to  be  occupying  Lebanon.  We  have 
very  common  views  in  that  respect. 

With  respect  to  the  Lebanese  community  in  Mobile,  Mr.  Said  in 
Mobile  is  very  active  in  the  organizations  of  the  Lebanese  families 
there;  a  more  rational  man  than  our  friend  Mr.  Kahalley.  We  do 
have  communications  with  him.  We  do  have  rational  communica- 
tion, but  once  in  a  while  our  mutual  friend  gets  carried  away  in 
his  dual  role  as  chairman  of  the  Democratic  party  and  a  spokes- 
man for  Lebanon. 

Thank  you  so  much  for  your  testimony. 

Mr.  Baaklinl  Thank  you. 


Thursday,  March  30,  1995. 

THE  U.S.  COMMITTEE  FOR  THE  UNITED  NATIONS 
ENVIRONMENT  PROGRAM 

WITNESS 

RICHARD  A.  HELLMAN,  PRESIDENT,  U.S.  COMMITTEE  FOR  THE  UNIT- 
ED NATIONS  ENVIRONMENT  PROGRAM 

Mr.  Callahan.  Mr.  Richard  Hellman,  president,  U.S.  Committee 
for  the  United  Nations  Environmental  Program. 

Mr.  Hellman.  Hello,  Mr.  Chairman.  It  is  a  great  pleasure  to  be 
here  before  you  today  to  speak  on  behalf  of  the  U.N.  Environment 
Program,  as  the  chairman  and  the  president  of  the  U.S.  Committee 
for  UNEP. 

I  have  been  privileged  to  work  pro  bono  on  behalf  of  UNEP  for 
a  long  time;  longer  than  I  care  to  remember,  going  back  to  before 
the  Stockholm  Conference  when  I  was  executive  director  for  the 
U.S.  Advisory  Committee  for  the  Stockholm  Conference  in  1972 
under  Senator  Howard  Baker  of  Tennessee.  I  went  as  an  advisor 
to  that  conference  and  20  years  later  was  an  advisor  to  President 
George  Bush  at  the  Rio  Earth  Summit.  I  have  seen  UNEP  progress 
over  that  time  and  I  am  pleased  to  be  able  to  speak  in  their  behalf. 

Now  we  recognize  that  this  is  a  very  hard  year  for  budgetary  pri- 
orities; a  fact  which  we  appreciate  fully.  The  many  conflicting  de- 
mands that  you  face  might  make  it  appear  that  perhaps  inter- 
national environmental  action  is  a  luxury  with  which  we  can  dis- 
pense. Nothing  could  be  further  from  the  truth.  UNEP  performs  an 
indispensable  role  for  the  U.S.  and  the  world.  If  there  were  not  a 
U.N.  Environment  Program,  we  would  have  to  invent  one.  Even 
today,  even  in  light  of  emphasis  on  domestic  economic  action  and 
other  parts  of  the  GOP  Contract  with  America. 

Not  only  does  UNEP  continue  to  be  needed  with  its  services  in 
high  demand,  but  it  is  a  good  bargain  for  the  U.S.  as  well.  UNEP 
is  the  only  organization  which  coordinates  the  monitoring  and  as- 
sessment of  international  environmental  problems  and  helps  de- 
velop policies,  international  agreements,  and  plans  to  deal  with 
them. 

UNEP,  secondly,  helps  assure  that  when  we  in  the  U.S.  and 
other  developed  countries  have  done  all  we  responsibly  can  do  to 
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protect  the  atmosphere  and  safeguard  our  shared  oceans  and  seas, 
that  our  efforts  are  not  negated  by  the  unregulated  actions  of  the 
populous  developing  world,  the  former  Soviet  Union  and  other 
countries. 

UNEP  also  ensures  that  other  nations,  particularly  in  the  devel- 
oping world,  can  create  and  maintain  the  institutions  and  laws  to 
ensure  that  their  populations  are  protected  and  that  their  products 
and  services  reflect  the  true  cost  of  such  protection.  This  helps  as- 
sure that  U.S.  products  and  services  produced  with  a  wide  range 
of  protections  for  health,  safety,  and  the  environment  which,  of 
course,  increase  costs,  are  not  disadvantaged  in  the  global  market- 
place. 

UNEP  also  is  a  catalyst  in  the  beneficial  growing  demand  for  a 
cleaner  environment  and  sustainable  development  abroad  which 
produces  new  markets  for  U.S.  vendors  of  pollution  control  and 
other  environmental  equipment,  goods,  and  services.  This  has  pro- 
duced a  dynamic  growth  trend  for  the  U.S.  industrial  base,  espe- 
cially for  high  tech  equipment  and  high  value  professional  services. 

Lastly,  UNEP's  role  as  a  provider  of  global  environmental  infor- 
mation for  problem  evaluation,  policy  setting,  early  warning,  and 
action  planning  is  unique.  UNEP  provides  a  source  of  global  envi- 
ronmental intelligence  useful  to  U.S.  policymakers  and  those  of 
other  nations. 

In  light  of  these  advantages,  it  is  incredible  that  after  a  period 
of  growth  which  saw  the  U.S.  contribution  reach  $21  million  for  fis- 
cal year  1994,  the  U.S.  contribution  fell  to  $15  million  last  year.  We 
believe  that  the  Administration  proposal  of  $16  million  for  fiscal 
year  1996  plus  $1  million  for  various  smaller  activities  is  inad- 
equate to  meet  our  minimal  fair  share  of  the  real  needs  inter- 
nationally, or  to  allow  the  U.S.  to  reap  the  potential  export  advan- 
tages in  the  international  environmental  markets  which  we  should 
receive. 

UNEP  has  been  reorganized  and  strengthened  anew  under  the 
able  leadership  of  Ms.  Elizabeth  Dowdeswell,  a  talented,  results- 
oriented,  Canadian  senior  civil  servant.  Now  if  UNEP  is  to  be  em- 
powered to  perform  its  vital  task,  the  U.S.  is  the  only  remaining 
international  superpower  and  the  model  other  nations  follow,  and 
I  believe  the  U.S.  should  restore  our  voluntary  commitment  for  fis- 
cal year  1996  to  $21  million. 

In  this  way  UNEP  will  be  able  to  avoid  cutbacks  which  would 
mean,  first,  a  lessened  capability  to  coordinate  the  monitoring  and 
assessment  of  ozone  layer  losses  and  other  worldwide  phenomena 
and  take  corrective  actions.  Thus  we  can  avoid  an  increase  in  skin 
cancer  and  crop  losses  that  well  could  be  the  result. 

Cuts  would  also  mean  a  diminished  capability  to  protect  Earth's 
rare  and  endangered  species.  Not  only  the  familiar  creatures  whom 
we  know  well,  elephants,  rhinos,  tigers,  leopards,  and  more,  but 
also  the  critical  scientific  habitats,  ecosystems  and  biological  re- 
serves which  UNEP  helps  protect  through  the  CITES,  biodiversity 
and  other  international  treaties  and  programs.  This  not  only  dimin- 
ishes the  richness  and  beauty  of  life  on  Earth,  but  may  eliminate 
key  sources  of  new  wonder  drugs,  crops,  and  other  life-sustaining 
products. 
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Cuts  in  UNEP's  budget,  sustained  cuts  also  would  spell  a  crip- 
pling of  efforts  to  promote  responsible  environmental  laws  and  in- 
frastructure in  other  nations,  including  those  in  the  developing 
world  and  the  former  Soviet  Union.  This  might  mean  that  foreign 
goods  and  services  receive  an  advantage  over  U.S.  products  and 
U.S.  manufacturers  could  lose  potential  overseas  markets. 

Twenty-one  million  dollars  for  UNEP  in  fiscal  year  1996  really 
is  a  de  minimis  contribution  by  the  U.S.,  not  only  to  responsible 
international  citizenship,  but  really  to  enlightened  self-interest. 

In  conclusion,  my  key  points:  if  there  were  not  a  UNEP,  we 
would  have  to  create  one.  Second,  helping  UNEP  really  helps  our 
own  people  as  well  as  those  abroad.  Third,  this  requires  $21  million 
for  which  we  literally  receive  a  world  of  protection  and  a  world  of 
opportunity  for  our  exporters  for  less  than  what  many  a  U.S.  State, 
even  a  county  or  a  city,  spends  on  environmental  protection. 

I  urge  you  to  restore  the  cuts  in  UNEP's  budget  and  make  our 
contribution  to  UNEP  the  exception  that  proves  the  rule — a  res- 
toration that  shows  that  this  truly  conservative  Congress  also  is 
committed  to  conserve  the  people  and  resources  of  our  Nation  and 
our  planet  for  the  future. 

Thank  you  very  much  for  your  attention,  Mr.  Chairman. 

[The  information  follows:] 
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STATEMENT  of 

RICHARD  A.  HELLMAN, 

PRESIDENT 

THE  US  COMMITTEE  FOR  THE  UNITED  NATIONS  ENVIRONMENT  PROGRAM 

(USAJNEP) 

BEFORE  THE 

SUBCOMMITTEE  ON  FOREIGN  OPERATIONS,  EXPORT  FINANCING  AND 
RELATED  PROGRAMS 

OF  THE 

HOUSE  COMMITTEE  ON  APPROPRIATIONS 

MARCH  30,  1995 

Chairman    and    distinguished    members    of    the    subcommittee: 

It   is   a   great   pleasure   to   appear   before   you   today   to   support   the   UN   Environment 
Program,     Earth's     environmental     agency. 

This   is   a   very   hard   year  for  budgetary   priorities   -   a   fact   which   we   appreciate 
fully.       The    many    conflicting    demands    for    regulatory    reform,    deficit    reduction,    tax 
cuts   and   other   elements   of   the    Contract    with    America   might   make    it    appear   that 
perhaps    international    environmental    assessment,    policy    setting,    and    action    are 
luxuries    with    which    we    can    dispense. 

Nothing    could    be    further    from    the    truth.       UNEP   performs    an    indispensable    role 
for  the   United   States   and   the   world. 

If  there    were   not   a   UN   Environment   Program,    we   would   have   to   invent   one   -   even 
today,   even    in    light    of   the    emphasis    on    domestic    economic    action,    deficit    reduction, 
regulatory    reform,    and    tax    cuts    for   the    middle   class. 
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Not   only   does   UNEP  continue  to   be  needed,   with   its  services   in  high  demand  in  the 
U.S.   and  worldwide,  but  it  is  a  good  bargain  for  the  United  States  as  well. 

UNEP    is    the    only    multilateral    organization    which    coordinates    the    monitoring    and 
assessment    of    international    environmental    problems,    linking    some    6,800    institutions 
worldwide    in    the    effort,    and    develops    and    helps    implement    policies,    international 
agreements,   and   plans   to   deal   with   them. 

Second,   UNEP  helps  assure   that  when   we  in  the   U.S.   and  other  developed  countries 
have   done   all    we   responsibly   can   do   to  protect   the   atmosphere   and   safeguard   our 
shared    oceans    and    seas    and    the    global    commons    from    which    we    draw    through 
international    trade,    many    of   the    products    and    the    materials    we    need,    our   efforts    are 
not    negated    by    the    unregulated    industrial    and    other   actions    of   the    populous 
developing    world,    the    former    Soviet    Union,    and    other    countries. 

Third,    UNEP   saves   the   U.S.   State   Pepartment   and   other   U.S.   agencies   from   the 
almost    impossible    task    of   having    to    deal    with    the    shared    environmental    concerns    of 
over    185   nations   of  the   world   bilaterally,   thus   letting   our  diplomats   deal   mainly   with 
the    nations    that    are    our    major   defense    and    trading    partners. 

Fourth,    UNEP    assures   that   other   nations,    particularly    in    the    developing   world,   can 
create    and    maintain    the    infrastructure    and    laws    to    ensure    that    their    populations    are 
protected    -    and    that    their   products   and   services   reflect    the   true   cost   of  such 
protection.      This   assures  that   U.S.   products   and  services,  produced   with   a  wide  range 
of   protections    for    health,    safety,    and    the    environment    which    increase    costs,    arc    not 
disadvantaged    in    the    global    marketplace. 

Fifth,    UNEP   is   a   catalyst   in   the   beneficial    growing   demand   for   a   cleaner 
environment    and    sustainable    development    abroad    producing    new    markets    for    U.S. 
vendors    of   pollution    control    and    other    environmental    equipment,    goods    and    services. 
A  similar  growth   in   demand   for  the  data  and  technology   from  the   U.S.  space  and 
global    change   programs    is   evident.      These   trends    produce   a   dynamic   growth 
opportunity    for   the    U.S.    industrial    base   -   especially    for  high   tech   equipment    and 
high    value    professional     services. 

Sixth,    UNEP's    role    as    a    provider   of   global    environmental    information    for   problem 
evaluation,    policy-setting,    early    warning,    and    action    planning    is    unique.       UNEP 
provides    a    unique    source    of   global    environmental    intelligence    useful    to    U.S.    policy 
makers    and    those   of   all    nations. 

In   light   of  these   advantages,   it   is   incredible   that,   after  a   period   of  growth   which 
saw    the    U.S.    voluntary    contribution    reach    $21    million    for   FY    '94,    the    appropriation 
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regressed    to    $19    million    last    year   (a    figure    which    the    Clinton    Administration    then 
cut   to   $15   million). 

We  believe   that   the   Administration's  proposal   of  $16   million   for  FY    1996   (plus  $1 
million    for   various    smaller   activities)    is    totally    inadequate   to   meet   our   fair   share   of 
the   real   needs    internationally   -   or  to   allow      the   U.S.   to   reap   the   potential   export 
advantages    in    the    environmental    market    which    we    should    receive. 

If  UNEP,   under   the   able   leadership   of  Mrs.   Elizabeth   Dowdeswell,   a  talented   and 
results-oriented    Canadian    senior   civil    servant,    is    to    be    empowered    to    perform    its    vital 
tasks,    the    U.S.,    as    the    only    remaining    international    superpower    and    the    model    which 
other   nations    follow,   must    restore   our  voluntary   commitment    for   FY   96   to    $21    million 
(the  FY  '94  benchmark).      In  this  way.   UNEP  will   be  able  to  avoid  cutbacks  that  would 
mean: 

''■      A   lessened   capability   to   coordinate   the   monitoring   and   assessment   of  ozone   layer 
losses    and    other    worldwide    phenomena    and    take    corrective    actions    including 
servicing    of    the    international    convention;    thus    more    skin    cancer    and    crop    losses 
well    could   be   the    result. 

*  A    diminished    capability    to    protect    Earth's    rare    and    endangered    species    including 
those   we   know   well    -   elephants,    rhinos,    lions,    tigers,   leopards    as    well    as   critical 
habitats,    ecosystems    and    other    biological    reserves    through    the    CITES,    Biodiversity 
and    other    international    treaties    and    programs    -    not    only    diminishes    the    richness    and 
beauty   of  life   on   Earth,   but   eliminates   key    sources   of  new    wonder   drugs,   crops,   and 
other     life-sustaining     products. 

*  Crippling    of    efforts    to    promote    responsible    environmental    laws    and    infrastructure 
in    all   nations   -   including   those   of  the   populous   developing   world   and    the   former 
Soviet  Union,   so   that   foreign   goods   and   services   do   not   receive   a  special   advantage 
over  US-made   products,   and   so  that   US   manufacturers  do  not   lose   potential   overseas 
markets    for    their    environmental    information    and    data,    science    and    technology 
products    including    pollution    control    and    other    environmental    equipment,    goods    and 
services. 

The  sum  of  $21   million  for  UNEP  in  FY   1996  really  is  a  de    minimis   contribution   by 
the   U.S.    -    as   the   world's   richest   nation   -   not   only   to   responsible   international 
citizenship    but    also    to    enlightened    self-interest. 

Returning    to    my    key    points: 

If  there  were  not  a  UNEP,  we  would   have  to  create  one. 

Second,   helping   UNEP   really   helps   our   own    people,   as    well    as   our   partners   abroad. 
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Third,   this   requires  only   the   low   sum   of  $21    million   -      for  which   we   literally 
receive   a   world   of  protection   (and   of  opportunity   for  our  exporters)   -   for   less   than 
what    many    U.S.    slates,   or  even   counties   or  cities,   spend   on   environmental   protection. 

I   urge   you   to   restore  the  cuts   made   in   UNEP's  budget   -   and   make  our  contribution 
to  UNEP  the  exception   that  proves  the  rule  -  a  restoration  to  $21   million  that  shows 
this   conservative   Congress   also   is   committed   to   conserve   the   people   and   resources   of 
our    nation    and    our    planet    for    the    future. 
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Mr.  Callahan.  Thank  you,  Mr.  Hellman.  We  will  submit  your 
entire  statement  for  the  record  and  we  appreciate  your  patience 
today. 

Mr.  Hellman.  Thank  you,  sir. 


Thursday,  March  30,  1995. 
AMERICAN  BAR  ASSOCIATION 

WITNESS 

TIMOTHY  L.  DICKINSON,  VICE-CHAIR,  SECTION  OF  INTERNATIONAL 
LAW  AND  PRACTICE,  AMERICAN  BAR  ASSOCIATION 

Mr.  Callahan.  Mr.  Dickinson  with  the  American  Bar  Associa- 
tion. 

Mr.  Dickinson.  Good  afternoon,  Mr.  Chairman.  My  name  is  Tim- 
othy L.  Dickinson  and  I  am  the  vice  chairman  of  the  American  Bar 
Association's  section  on  international  law  and  practice.  It  is  an 
honor  to  appear  before  the  subcommittee  and  to  be  given  the  oppor- 
tunity to  describe  the  ABA's  many  projects  promoting  democracy 
and  the  rule  of  law  around  the  world. 

The  ABA,  with  over  370,000  members,  is  the  largest  professional 
voluntary  organization  in  the  world  and  is  able  to  call  upon  law- 
yers, judges,  professors,  and  other  resources  to  support  the  rule  of 
law  and  democracy.  All  ABA  projects  depend  upon  the  contribu- 
tions of  U.S.  lawyers  who  generously  donate  their  time  and  energy. 

The  key  questions  before  this  committee  today  are  whether  and 
how  the  United  States  will  meet  the  aid  challenges  presented 
around  the  world.  It  is  the  ABA's  belief  that  it  is  in  the  national 
interest  of  the  United  States  to  promote  the  rule  of  law  and  democ- 
racy, not  just  from  a  policy  perspective  but  also  from  our  own  eco- 
nomic needs. 

A  crucial  aspect  of  any  democratization  process  is  the  develop- 
ment of  strong  legal  systems  and  institutions  firmly  committed  to 
and  grounded  in  the  rule  of  law.  Establishment  of  a  government 
based  on  the  rule  of  law  is  a  necessary  prerequisite  to  creating  a 
lasting  and  vibrant  democratic  society  and  a  successful  market- 
based  economy.  With  40  percent  of  U.S.  exports  going  to  developing 
markets,  we  must  support  aid  projects  that  help  nations  grow  their 
democracies  and  root  the  rule  of  law,  which  in  turn  will  help  grow 
our  own  exports  and  national  well-being. 

I  would  like  to  spend  just  a  minute  on  several  of  our  programs 
to  date,  the  first  being  the  largest  and  the  best  known,  the  Central 
and  East  European  Law  Initiative.  In  just  four  years  CEELI  has 
established  itself  as  a  fundamental  force  for  law  reform  in  Central 
and  Eastern  Europe  and  the  former  Soviet  Union.  With  liaisons  in 
each  country,  CEELI  has  provided  long  term  assistance  on  topics 
ranging  from  judicial  restructuring  to  commercial  law  development. 

Over  100  law  schools  in  the  United  States  have  participated  in 
CEELI's  Sister  Law  project,  including  your  alma  mater,  Mr.  Chair- 
man, the  University  of  Alabama.  At  $100  per  hour,  the  in-kind  con- 
tribution of  CEELI  volunteers  has  yielded  over  $31  million  in  pro 
bono  service — an  enormous  leverage  of  its  grant  funding. 

Our  Cambodian  Democracy  and  Law  project  in  which  I  have  per- 
sonally been  heavily  involved,  has  taken  a  modest  grant  and  lever- 
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aged  those  funds  several-fold  in  providing  a  vast  array  of  technical 
legal  assistance  to  that  country  as  it  tries  to  rebuild  itself  out  of 
the  devastation  of  the  killing  fields.  In  Africa,  our  programs  have 
included  a  law  school  exchange  program  and  a  judicial  exchange 
program.  In  South  America,  we  have  also  built  bridges  there 
through  a  sister  law  school  program. 

In  addition  to  these  projects,  the  ABA  has  under  review  projects 
in  the  Middle  East  and  we  have  already  volunteered  to  assist  in 
appropriate  ways  in  trouble  spots  such  as  Rwanda  and  Haiti.  We 
in  fact  had  a  meeting  yesterday  with  several  Government  agencies 
with  respect  to  Africa. 

In  conclusion,  I  would  like  to  say  that  by  helping  other  countries, 
the  U.S.  advances  its  own  interests.  Foreign  aid  is  an  easy  target 
for  criticism  because  its  benefits  are  not  always  understood.  While 
we  recognize  that  aid  dollars  are  limited,  the  ABA  has  been  able 
to  leverage  all  its  grants  through  its  volunteer  members.  While 
these  programs  help  the  host  country  grow  and  stabilize,  they  also 
help  build  sound  foreign  markets  for  U.S.  exports  which  help  our 
own  country  grow  and  prosper. 

The  ABA  projects  have  proven  that  dollar  for  dollar,  the  U.S. 
Government  is  getting  remarkable  value  for  a  very  modest  finan- 
cial investment,  and  they  serve  as  a  model  for  efficient  use  of  aid 
dollars.  Thus,  we  hope  the  subcommittee  will  consider  carefully  the 
ramifications  of  any  further  cuts  in  these  types  of  programs. 

I  will  conserve  your  few  grains  of  sand  that  are  left. 

[The  information  follows:! 


American  Bar  Association 

GOVERNMENTAL  AFFAIRS  OFFICE    .    1800  M  STREET,  N.W.    .    WASHINGTON.  D.C.  20036    .    (202)  331-2200 


STATEMENT 

OF 

Timothy  L.  Dickinson 

Vice-Chair,  Section  of  International  Law  and  Practice 

on  behalf  of  the 

AMERICAN  BAR  ASSOCIATION 

before  the 

SUBCOMMITTEE  ON  FOREIGN  OPERATIONS 

EXPORT  HNANCING  and  RELATED  PROGRAMS 

of  the 

U.S.  HOUSE  OF  REPRESENTATIVES 

on  the  subject  of 
FOREIGN  ASSISTANCE  PROGRAMS 


MARCH  30,  1995 


614 


Mr.  Chairman  and  Members  of  the  Committee: 

My  name  is  Timothy  Dickinson  and  I  am  the  Vice-Chair  of  the 
American  Bar  Association's  Section  on  International  Law  and 
Practice.   I  am  testifying  on  behalf  of  the  ABA  at  the  request  of 
George  Bushnell,  President  of  the  Association. 

It  is  an  honor  to  appear  before  the  Subcommittee  and  to  be 
given  an  opportunity  to  describe  the  ABA's  numerous  projects  in 
promoting  the  rule  of  law  and  democracy  around  the  world.   Before 
I  proceed,  I  do  want  to  emphasize  that  the  ABA  democratization 
projects  have,  in  large  part,  depended  on  the  contribution  of 
United  States  lawyers,  who  have  generously  donated  their  time, 
energy,  and  resources  to  the  various  initiatives.   With  over 
370,000  members,  the  ABA,  the  world's  largest  professional 
voluntary  organization,  is  able  to  call  upon  vast  legal  resources 
in  the  United  States,  including  lawyers,  judges,  law  professors, 
and  other  legal  institutions  to  support  rule  of  law  and 
democratization  projects  around  the  world. 

ABA  volunteers  make  positive  and  substantial  contributions 
to  the  United  States'  engagement  in  the  world.   ABA  members  act 
out  of  a  spirit  of  volunteerism  and  idealism,  concepts  that  made 
our  country  great.   The  projects  undertaken  to  date  by  the  ABA 
have  advanced  the  policy  objectives  of  the  United  States  on  a 
cost-effective  basis  and  we  hope  to  continue  these  programs, 
which  are  in  part,  funded  by  U.S.  dollars. 
Background 

The  dramatically  changing  world  presents  new  challenges  for 
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creating  legal  and  institutional  reforms  in  countries  undergoing 
a  democratization  process  and  those  trying  to  establish  the  rule 
of  law.   The  key  questions  here  today  are  whether  and  how  the 
United  States  is  going  to  meet  these  continuing  challenges 
arising  on  every  continent  in  the  world. 

A  crucial  aspect  of  any  democratization  process  is  the 
development  of  strong  legal  systems  and  institutions  firmly 
committed  to  and  grounded  in  the  rule  of  law.   The  perception 
that  the  transformation  from  a  totalitarian,  agrarian  or 
communist  system  to  a  democratic,  market-based  society  follows  a 
prescribed  set  of  rules  is  simply  not  true.   Successful 
transformation  to  democracy  requires  no  less  than  a  complete  and 
thorough  assessment  of  existing  legal  systems  to  determine  the 
need  for  institutional  restructuring  or  reorganization. 

Establishment  of  a  government  based  on  the  rule  of  law  is  a 
necessary  prerequisite  to  creating  a  lasting  and  vibrant 
democratic  society  and  a  successful  market-based  economy. 
Without  the  proper  legal  infrastructures  democracy  is  not 
obtainable  in  transitional  societies.   Establishing  meaningful 
protections  for  fundamental  freedoms,  human  rights,  and  liberties 
as  well  as  attracting  foreign  investment  to  drive  new  markets  - 
all  depend  on  legal  structures  and  institutions. 
ABA  Projects 

I  would  now  like  to  take  a  few  moments  to  familiarize  the 
Subcommittee  with  the  ABA's  specific  programs  that  are  geared 
toward  rule  of  law  and  democratization  and  explain  how  the  ABA  is 
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ready  and  willing  to  continue  working  to  assist  democratization 
efforts  around  the  world. 

All  ABA  democratization  projects  have  been  guided  by  three 
principles.   First,  these  projects  are  designed  to  be  responsive 
to  the  needs  and  priorities  of  the  host  countries;  the  countries 
define  the  need,  not  the  ABA.   Second,  the  design  of  these 
programs  recognize  that  U.S.  legal  experience  and  traditions 
offer  only  one  approach  that  participating  countries  may  wish  to 
consider.   Third,  these  projects  are  public  service  endeavors, 
not  devices  for  developing  business  opportunities.   The  result  of 
these  programs  has  always  been  to  take  a  modest  grant  and 
leverage  those  sums  to  yield  a  much  larger  benefit  for  the  host 
governments  and  people. 
A.  The  Central  and  East  European  Law  Initiative  ("CEELI") 

The  most  comprehensive  technical  legal  assistance  project  of 
the  ABA  is  the  Central  and  East  European  Law  Initiative  -  better 
known  by  its  acronym  "CEELI". 

Shortly  after  the  fall  of  the  Berlin  Wall  in  1990,  CEELI  was 
conceived  and  organized  to  provide  technical  legal  assistance  to 
the  emerging  democracies  in  Central  and  Eastern  Europe.   By  1992, 
CEELI  began  to  provide  assistance  to  the  Newly  Independent  States 
of  the  former  Soviet  Union  ("NTS") .   Through  a  variety  of  program 
components,  CEELI  is  making  available  U.S.  legal  expertise  to 
assist  countries  that  are  in  the  process  of  modifying  or 
restructuring  their  laws  and  legal  systems.   CEELI  has  focused  on 
work  in  several  critical  priority  areas:  constitutional  reform; 
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judicial  restructuring;  criminal  law  and  procedure  reforin;  local 
government  law  reform;  and  commercial  law  development.   In  each 
of  these  areas,  CEELI's  objective  is  to  initiate  long-term 
projects  fostered  through  close  working  relationships  between 
policy  makers  and  United  States  attorneys. 

Designed  to  respond  to  the  needs  of  the  countries,  CEELI  has 
emphasized  long-term  engagement  and  nurtured  projects  that 
facilitate  extensive  consultations  with  policy  makers,  legal 
scholars,  judges,  and  attorneys  in  each  country.   Accordingly, 
CEELI  has  developed  individual  country  plans  that  address  the 
particularized  circumstances  of  each  locale. 

CEELI  accomplishes  its  work  primarily  through  resident 
liaisons  and  legal  specialists,  working  pro  bono,  who  spend 
months  and  years  -  not  days  or  weeks   —  working  on  a  daily  basis 
with  relevant  legal  counterparts.   CEELI  liaisons  live  and  work 
in  places  where  the  comforts  of  life  that  you  and  I  often  take 
for  granted  do  not  exist. 

Another  important  component  of  CEELI  is  its  Sister  Law 
School  Program.   This  program  pairs  the  host  country  law  schools 
with  American  law  schools. 

Over  the  course  of  the  past  four  years,  CEELI  has 
established  itself  as  a  fundamental  force  for  law  reform  in 
Central  and  Eastern  Europe  and  the  NIS.   To  date,  CEELI  has 
conducted  76  Technical  Legal  Assistance  Workshops;  assessed  over 
205  draft  laws;  placed  79  long-term  liaisons  and  91  legal 
specialists  in  the  region;  hosted  47  Central  and  Eastern  European 
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law  school  deans;  sent  dozens  of  U.S.  legal  reform  experts  to 
assist  in  law  school  reform;  and  has  placed  over  50  students  from 
the  NIS  in  LLM  programs  throughout  the  United  States.   The  credit 
for  this  remarkable  achievement  goes  to  the  over  2,000  American 
attorneys,  judges,  legal  scholars  and  private  practitioners,  who 
have,  as  acts  of  public  service,  so  willingly  given  their  time 
and  expertise  to  make  this  project  successful. 

When  calculating  the  in-kind  contributions  of  volunteer 
legal  professionals  at  $100  per  hour,  CEELI  has  yielded  over  $31 
million  of  pro  bono  service.   This  represents  a  451%  leverage  of 
USAID  funding.   A  more  realistic  estimate  of  $225  per  hour  would 
yield  a  total  in-kind  contribution  of  approximately  $53  million, 
which  would  represent  a  760%  leverage  of  USAID  funding. 
Considering  the  modest  CEELI  budget,  when  compared  to  funding 
allocated  to  consulting  firms,  the  exceptional  programmatic 
impact  and  financial  leverage  that  a  non-governmental 
organization  can  achieve  by  using  qualified  volunteer 
professionals  in  a  public  service  project  is  undisputed. 

The  CEELI  model  of  a  volunteer  professional  assistance 
project  is  a  viable  and  cost-effective  alternative  to  other  uses 
of  U.S.  government  funding  by,  for  example,  for-profit  firms.   We 
are  pleased  that  USAID  has  now  acknowledged  these  contributions, 
and  commend  the  key  USAID  official,  who  in  recent  testimony 
voiced  strong  support  for  programs  like  CEELI  and  their  ability 
to  leverage  U.S.  taxpayer  dollars. 
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B.  The  ABA  Cambodia  Democracy  &  Law  Project 

A  second  program  the  ABA  has  undertaken  is  the  Cambodia 
Democracy  and  Law  Project  ("Cambodia  Project")  administered  by 
the  ABA  Section  of  International  Law  and  Practice  under  a 
subgrant  from  the  Asia  Foundation.   This  program  provides 
technical  legal  assistance  and  management  support  to  assist  the 
law  development  process  in  Cambodia.   Starting  in  late  1992,  the 
ABA  provided  U.S.  constitutional  law  experts,  at  the  request  of 
the  Cambodian  Government,  to  assist  with  the  drafting  of  the  new 
constitution.   During  1993,  the  ABA  fielded  U.S.  legal  education 
experts  to  Cambodia  to  assist  with  a  needs  assessment  of  legal 
education  needs  nationwide  and  to  provide  guidance  on  the 
development  of  new  courses  and  curricula.   The  ABA  has  also 
provided  comprehensive  materials,  in  French  and  English,  to 
establish  a  resource/research  legal  library  in  Phnom  Penh.   Over 
4,000  legal  texts,  videotapes,  and  audiotapes  have  been  donated 
through  the  ABA  and  are  housed  at  the  Asia  Foundation  Offices  in 
Phnom  Penh. 

ABA  legal  experts  have  also  been  providing  hands-on  training 
and  guidance  on  a  variety  of  legal  subjects.   The  ABA  has  placed 
a  Legislative  Advisor  with  the  National  Assembly  to  provide 
legislative  policy  and  procedure  guidance  and  hands-on  training 
in  legislative  drafting.   ABA  advisors  have  been  providing 
commentary  on  a  new  environmental  draft  law;  the  commercial  code; 
international  treaty  obligations;  domestic  violence  issues; 
border  dispute  issues;  and  other  specialized  areas  of  law. 
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Like  CEELI,  most  of  the  assistance  for  the  Cambodia  Project 
has  been  provided  on  a  pro  bono  basis  and  with  donated  materials, 
allowing  a  small  grant  to  be  leveraged  to  benefit  the  law 
development  process  in  the  host  country.   To  the  first  year's 
grant  of  just  over  $85,000,  the  ABA  donated  over  $200,000  in 
contributions.   Thus,  not  only  has  the  ABA  provided  over  twice 
the  amount  of  the  small  grant  to  this  effort,  but  by  close 
coordination  with  other  nongovernmental  organizations  working  in 
Cambodia,  the  ABA  has  been  able  to  provide  valuable  assistance  to 
other  U.S.  Government- funded  efforts. 
African  Initiatives 

A  third  program  began  in  September  1994,  when  the  United 
States  Information  Agency  ("USIA")  awarded  the  ABA  two  grants  to 
conduct  cultural  exchange  programs  with  various  African  nations. 
The  first  grant  is  the  African  Law  Initiative  Sister  Law  School 
Program.   The  direct  beneficiaries  of  this  program  are  Eritea, 
Ethiopia,  Ghana,  Kenya,  Malawi,  Tanzania,  Uganda,  and  Zambia. 
This  three-phase  program  is  to  create  linkages  between  the  U.S. 
and  the  eight  African  nations.   This  is  only  the  beginning  of  a 
process  that  will  lead  to  long-term  cooperation  among  the  various 
law  schools. 

The  second  African  grant  is  the  U.S. /African  Judicial 
Exchange  Program,  which  is  unique  because  of  the  collaborative 
effort  of  the  ABA,  the  National  Judicial  College  and  the  Superior 
Court  of  the  District  of  Columbia.   This  grant  is  a  multi- 
institutional  exchange  program  for  judges  of  the  East  African 
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countries  of  Malawi,  Uganda,  Zambia,  and  Tanzania  and  the  United 

States.   While  each  entity  brings  its  own  special  expertise  and 

skills  to  the  program,  all  will  be  acting  in  cooperation, 

coordinated  by  the  ABA.   The  principal  goals  of  this  program  are 

to  enhance  the  development  of  the  participating  countries'  legal 

systems,  strengthen  the  independence  of  the  judiciary  and  the 

rule  of  law,  and  create  long-term  linkages  between  the  African 

and  American  jurists.   Like  other  ABA  democratization  projects, 

the  African  programs  will  also  be  substantially  leveraged  by 

volunteer  time  and  resources. 

Conclusion 

Nearly  half  a  century  ago,  former  Secretary  of  State  Dean 

Acheson  outlined  the  thinking  behind  the  Marshall  Plan  by  saying: 

Not  only  do  human  beings  and  nations  exist  in 
narrow  economic  margins,  but  (so  do) . . .human 
dignity,  human  freedom,  and  democratic  institu- 
tions.  It  is  one  of  the  principal  aims  of  our 
foreign  policy  today  to  use  our  economic  and 
financial  resources  to  widen  these  margins.   It 
is  necessary  if  we  are  to  preserve  our  own 
freedom  and  our  own  democratic  institutions.   It 
is  necessary  for  our  national  security.   And  it 
is  our  duty  and  our  privilege  as  human  beings. 

By  helping  other  countries,  the  United  States  advances  its  own 
interests.   Many  Marshall  Plan  recipients  rank  among  the  48 
countries  that  grew  economically  as  a  result  of  U.S.  aid  and  30 
of  these  nations  now  contribute  in  the  foreign  aid  arena. 

Foreign  aid  is  an  easy  target  for  criticism  because  its 
benefits  are  not  always  well  understood  or  immediately  realized. 
The  ABA  appreciates  the  difficult  task  your  Subcommittee  has  in 
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dealing  with  the  1996  foreign  operations  appropriations  bill  and 
we  assume  that  cuts  will  have  to  be  made.   Yet,  Mr.  Chairman,  we 
hope  that  your  decisions  will  be  guided  by  fact  and  not  based  on 
myths.   A  common  myth  is  that  foreign  aid  is  lost  money,  there  is 
no  return,  whereas  we  know  that  about  85  cents  of  every  dollar 
spent  on  foreign  aid  comes  back  to  the  United  States  through  the 
purchase  of  goods  and  services.   Less  than  1%  of  our  total  budget 
goes  to  foreign  aid,  although  a  recent  national  poll  found  that 
many  Americans  believe  that  foreign  aid  costs  as  much  as  20%. 
During  the  last  two  years,  USAID  has  been  cut  by  20%. 

Our  interconnected  world  is  now  comprised  of  more  than  4 . 5 
billion  people.   We  cannot  afford  to  fail  to  compete  in  the 
global  economy.   If  we  fail  to  enhance  rule  of  law  in  the 
emerging  democracies,  not  only  do  the  nations  of  the  world  suffer 
but  we  as  a  nation  will  suffer.   Foreign  aid  has  always  been  a 
bipartisan  effort  and  a  crippling  cutback  at  this  stage  would  be 
irresponsible  for  our  nation's  future  and  our  children's  future. 
If  we  as  Americans  want  to  promote  American  security  and 
prosperity,  then  America  must  be  proactive  and  our  resources  must 
be  used  to  help  nations  establish  the  rule  of  law  and  promote 
democratization.   Forty  percent  of  our  exports  go  to  developing 
Liountries,  which  is  the  fastest  growing  segment  of  our  export 
market.   Doesn't  it  make  sense  for  us  to  ensure  that  democracies 
are  firmly  rooted  in  these  countries  so  that  our  exports  will 
continue  to  grow? 

Throughout  all  of  these  projects  the  ABA  has  worked  with 
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local  governments  and  the  local  people.   Funding  has  been  modest 
but  through  volunteer,  pro  bono  efforts,  the  ABA  has  multiplied 
the  impact  manyfold.   Hopefully,  the  ABA  will  be  able  to  build  on 
its  successes  and  continue  to  work  with  many  countries  in 
promoting  the  rule  of  law  and  democratization.   We  hope  that  the 
Cambodia  Project  will  expand  throughout  Asia  and  ABA  involvement 
in  Africa  will  stretch  across  the  entire  continent  as  both  of 
these  regions  have  great  potential  for  growth.   The  ABA  is 
participating  in  exploratory  discussions  with  U.S.  officials 
regarding  potential  rule  of  law  projects  in  trouble  spots  like 
Haiti  and  Rwanda.   The  U.S.  obviously  has  an  interest  in 
assisting  these  countries  and  the  ABA  can  help  by  providing 
technical  legal  assistance  to  reestablish  the  rule  of  law  in 
these  troubled  areas. 

These  ABA  projects  have  proven  beyond  a  shadow  of  a  doubt, 
that  dollar-for-dollar,  the  U.S.  Government  is  getting  remarkable 
value  for  a  very  modest  financial  investment.   We  hope  the 
Subcommittee  will  carefully  consider  the  ramifications  of  funding 
for  these  type  of  assistance  programs  and  support  them  to 
continue  their  work  for  both  the  local  people  and  the  people  of 
the  United  States.   These  significant  accomplishments  achieved, 
as  illustrated  by  the  high-quality  pro  bono  ABA  projects,  should 
be  a  model  for  foreign  technical  assistance. 
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Mr.  Callahan.  We  appreciate  that.  We  also  appreciate  the  ef- 
forts of  your  membership  and  the  pro  bono  hours  that  you  are  con- 
tributing. A  lot  of  people  in  this  country  would  disagree  with  you 
and  me  if  said,  we  ought  to  send  our  American  lawyers  over  there 
to  teach  them  this  legal  system  that  we  have.  A  lot  of  people  think 
we  ought  not  to  do  that  to  them. 

I  did  not  go  to  the  University  of  Alabama  law  school.  I  am  not 
a  lawyer.  I  do  not  apologize  for  that,  I  am  just  not  one.  My  son- 
in-law  is  a  lawyer  though,  so  it  provides  well  for  my  daughter. 

But  I  do  appreciate  your  efforts,  and  I  know  where  you  are  head- 
ed, and  we  are  going  to  try  to  help  as  best  we  can.  Thank  you  for 
your  testimony. 

Mr.  Dickinson.  Thank  you. 


Thursday,  March  30,  1995. 
UNITED  STATES  COALITION  FOR  EDUCATION  FOR  ALL 

WITNESS 

STEPHEN  F.  MOSELEY,  VICE  PRESIDENT,  U.S.  COALITION  FOR  EDU- 
CATION FOR  ALL 

Mr.  Callahan.  Mr.  Moseley,  U.S.  Coalition  for  Education  for  All. 

Mr.  Moseley.  Mr.  Chairman,  thanks  very  much  for  having  me. 
I  have  the  unenviable  task,  I  think,  of  being  the  last  after  a  long 
day. 

Mr.  Callahan.  No,  we  put  one  behind  you  just  so  you  would  not 
be  last. 

Mr.  Moseley.  You  have  been  very  kind  and  very  patient  and  I 
am  just  delighted  that  you  would  have  us  all  here  today. 

I  represent  a  coalition  that  has  people  throughout  the  United 
States  and  who  work  around  the  world,  some  350  organizations 
and  members  who  are  devoted  to  helping  children  and  adults  to  re- 
ceive a  quality  education,  both  in  this  United  States  and  in  the  de- 
veloping countries.  I  also  serve  as  the  president  of  a  private  vol- 
untary organization  called  the  Academy  for  Educational  Develop- 
ment which  is  working  with  countries  around  the  world,  some  80 
countries  a  year,  as  well  as  in  communities  across  the  United 
States. 

I  know  it  is  getting  late  and  I  have  submitted  a  longer  written 
testimony  which  I  hope  will  be  included  in  the  record,  so  I  thought 
I  would  just  mention  a  couple  of  things. 

Mr.  Callahan.  So  ordered. 

Mr.  Moseley.  Based  on  over  30  years  of  experience  and  review, 
we  are  convinced  that  foreign  assistance  for  education  and  training 
is  really  one  of  the  soundest  investments  that  the  U.S.  can  make, 
both  from  a  humanitarian  viewpoint,  but  also  from  an  economic  re- 
turn standpoint.  A  lot  of  the  testimony  that  has  been  given  today 
certainly  supports  the  view  that  investment  in  foreign  aid  in 
health,  and  in  family  planning,  and  environment  and  so  forth,  have 
tremendous  humanitarian  returns. 

What  we  have  seen  over  the  30-year  period  of  investment  in 
those  areas  and  it  continues  today  is  that  when  you  combine  that 
investment  with  basic  education,  helping  kids  to  receive  a  basic  pri- 
mary education  ideally,  at  least  a  primary  education  and  perhaps 
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going  beyond  that  up  through  a  high  school  level,  that  the  returns 
on  the  investment  in  every  area  that  has  been  mentioned  this 
afternoon  really  does  not  in  fact  succeed,  not  only  in  terms  of  the 
relevance  of  ability  of  people  to  participate  as  citizens  in  their 
countries,  but  also  in  terms  of  the  return  to  families. 

Children  are  healthier  when  mothers  are  educated.  They  are  able 
to  practice  and  adopt  the  family  planning  methods  that  are  pre- 
sented, or  to  behave  environmentally  conscientiously  when  they  are 
educated,  when  they  have  that  opportunity  to  participate  fully  in 
society. 

Beyond  the  humanitarian  perspective  though,  one  of  the  things 
that  we  have  been  looking  at  in  light  of  the  very  severe  constraint 
on  resources  and  recognizing  that  investment  to  continue  in  edu- 
cation as  this  committee  has  supported  it  on  a  bipartisan  basis.  We 
have  to  look  at  also,  what  are  the  economic  returns  to  ourselves. 
What  are  the  economic  returns  to  this  country,  to  the  companies 
that  participate  in  working  abroad. 

I  brought  today,  which  was  not  in  the  original  testimony,  which 
is  a  list  of  the  top  50  purchasers  of  U.S.  exports  in  1993.  One  of 
the  very  interesting  facts  you  will  see,  if  you  glance  down  the  list 
where  I  put  the  asterisks,  is  that  among  those  50  top  purchasers, 
the  main  importers  of  our  goods,  22  of  those  countries  included  are 
countries  that  have  received  over  the  past  30  years  significant 
amounts  of  education  and  training  investment.  What  we  now  see 
is  that  in  1993,  or  frankly  any  one  of  the  best  five  years,  over  $100 
billion  of  U.S.  goods  and  services  are  purchased  by  those  very  coun- 
tries in  which  we  made  a  prior,  much  smaller,  considerably  small- 
er, almost  minuscule  investment  in  education  and  training. 

What  we  are  seeing  now  as  time  goes  by  is  that  when  AID  and 
other  agencies  such  as  USIA  through  the  U.S.  Grovemment  foreign 
aid  programs  invest  in  education  and  training — and  it  has  been  a 
very  small  part  of  the  foreign  aid  budget — that  the  return  to  the 
United  States  in  terms  of  opportunity  to  export  to  those  countries 
and  to  participate  fully  in  the  economies  of  those  countries  has  a 
very  immediate  and  significant  return  from  those  investments  in 
education  and  training. 

What  I  urge  you  to  do,  and  hope  you  will  be  able  to  consider  as 
we  go  forward  in  the  review  of  the  scarce  resources  for  foreign  aid 
is  to  consider  very  carefully  the  opportunity  to  continue  the  support 
for  basic  primary  and  secondary  education.  It  has  had  modest  sup- 
port in  the  past;  a  level  of  about  $125  million  per  year.  Additional 
levels  of  education  have  received  somewhat  more.  We  believe  those 
should  be  continued. 

We  also  believe  very  strongly  that  the  opportunity  for  supporting 
training,  both  in  terms  of  the  countries  in  which  the  other  invest- 
ments proceed,  but  as  well  in  terms  of  the  NIS  countries  where 
training  is  beginning  to  pay  off  very  significantly.  Just  this  week 
we  prepared  and  published  a  report  which  is  the  first  look  at  how 
some  of  the  training  investments  made  in  bringing  people  from  all 
of  the  countries  of  the  NIS  to  the  United  States  have  begun  to  pay 
off  in  terms  of  their  return  home  and  work  in  some  of  the  countries 
and  their  economic  development. 

We  are  very  pleased  to  have  this  opportunity  to  present  this 
data.  It  is  something  that  has  not  been  looked  at  as  much  in  the 
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past.  We  think  that  education  is  one  of  the  key  sectors  for  invest- 
ment and  should  continue  as  part  of  the  consideration  in  the  future 
of  foreign  aid. 

I  thank  you  very  much  for  the  opportunity  to  be  here;  and  the 
last  but  not  the  least  witness.  Thank  you  very  much,  Chairman 
Callahan. 

[The  information  follows:] 
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Mr.  Chairman  and  Members  of  the  Committee, 

Thank  you  for  inviting  me  to  testify  today.  I  represent  the  United  States  Coalition  for 
Education  for  All,  a  group  of  more  than  350  organizations  and  members  throughout  the 
United  States  dedicated  to  helping  children  and  adults  here  and  in  other  countries  gain  access 
to  quality  education  and  training.  I  am  also  the  President  and  CEO  of  the  Academy  for 
Educational  Development,  a  nonprofit  education  services  organization  and  PVO. 

I  would  like  to  take  this  time  to  make  the  point  that  foreign  assistance  for  education  and 
training  is  one  of  the  soundest  investments  that  the  United  States  can  make.  It  is  an 
investment  that  pays  off  in  four  important  ways: 

(1)  Education  results  in  improved  living  conditions  in  the  recipient  countries,  as 
measured  by  health,  nutrition,  child  survival,  and  fertility-reduction  standards; 

(2)  Better  educated  workers  lead  to  stronger  economies; 

(3)  Strong  economies  mean  that  developing  nations  evolve  into  trading  partners  with 
the  United  States;  and 

(4)  The  very  process  of  investing  in  these  countries  provides  jobs  for  Americans. 

In  fact,  the  very  countries  to  which  the  United  States  provided  foreign  aid  in  education  and 
training  in  the  past  are  among  our  strongest  trading  partners  today. 
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As  recently  as  three  months  ago,  the  Wall  Street  Journal  confirmed  this  connection  between 
economic  growth  and  investments  in  the  key  social  sectors.  It  reported  that  the  growth  rate 
of  real  per  capita  gross  domestic  product  was  dependent  on  more  than  just  economic  policy, 
quote:  "The  favorable  elements,  include...  [the]  inclination  and  an  ability  of  the  government 
to  maintain  the  rule  of  law,  high  levels  of  health  and  education,...  and  a  low  fertility  rate."  It 
is  no  coincidence  that  those  are  the  main  emphases  today  of  the  U.S.  Agency  for  International 
Development.  Indeed,  all  22  of  the  developing  countries  which  are  in  the  Ust  of  the  top  50 
purchasers  of  U.S.  exports  in  1993  were  the  very  countries  in  which  the  United  States  has 
made  major  investments  in  education  and  training.  As  the  Heritage  Foundation  notes,  the 
Asian  "Tigers"— Hong  Kong,  South  Korea,  Singapore,  and  Taiwan—are  doing  well 
economically.  But  far  more  responsible  for  their  growth  than  "economic  fi^eedom"  or 
economic  policy  is  the  well-educated  human  resource  base  that  resulted  from  those 
governments'  commitment  to  improve  education,  with  our  aid  to  help  them  help  themselves. 

The  US  government's  relatively  modest  investment  in  foreign  aid  for  education,  spread  out 
among  many  accounts,  is  a  remarkably  small  investment  compared  to  the  returns.  In  fact,  it 
would  be  hard  to  imagine  a  more  astounding  return  for  a  foreign  aid  investment.  The  level 
of  investment  in  education  and  training  is  now  at  the  lowest  point  in  the  history  of  American 
aid,  ironically,  when  our  own  economy  is  more  dependent  upon  countries  having  a  strong 
human  resource  capacity  so  that  they  can  participate  with  us  in  free  market  trade.  Just 
consider  the  economic  facts  with  which  many  of  you  are  familiar: 

o  100  percent  of  the  developing  countries  that  were  among  the  top  50  purchasers  of 
U.S.  exports  in  1993  have  all  been  recipients  of  U.S.  foreign  assistance.  Every  one  of  these 
countries  had  our  strong  help  to  help  themselves  improve  their  education. 
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o  About  75  cents  of  every  dollar  spent  on  foreign  aid  comes  back  to  the  United  States 
through  the  purchase  of  goods  and  services  because  the  U.S.  requires  that  \Trtually  all  of  its 
foreign  aid  be  spent  on  U.S.  services  and  goods.  In  1994,  more  than  $10  billion  in  aid  was 
spent  for  American  products  and  services.  The  education  services  are  provided  mainly  by  our 
universities  and  NGOs. 

o  About  2/5  of  American  exports  go  to  developing  countries.  Between  1990  and 
1993,  U.S.  exports  to  those  nations  increased  by  about  $46  billion.  That  supported  nearly  1 
million  American  jobs.  Those  exports  depend  upon  a  strong  human  resource  base  in  the 
foreign  countries. 

o  By  the  end  of  the  decade,  the  global  market  for  environmental  goods  and  services 
is  expected  to  reach  $500  billion.  Much  of  this  growth  will  be  in  developing  countries.  This 
increase  is  expected  to  result  in  another  10  million  American  jobs. 

o  All  countries  in  Latin  American  except  Cuba  have  been  recipients  of  U.S.  foreign 
aid.  U.S.  exports  to  Latin  America  rose  from  $44  billion  in  1989  to  $71  billion  in  1993,  a 
gain  of  61  percent.  13  Latin  American  countries  were  among  the  top  50  purchasers  of  U.S. 
exports  in  1993. 

o  Of  the  57  nations  that  made  the  jump  to  open  government  between  1980  and  1995, 
the  U.S.  Agency  for  International  Development  provided  democracy  and  governance 
assistance  to  36  of  them.  Eight  of  those  countries  were  among  the  top  50  purchasers  of  U.S. 
exports.  Some  that  have  not  yet  made  the  top  50  are  making  astounding  progress:  Mali,  in 
Africa,  for  example,  increased  its  purchase  of  U.S.  exports  by  189  percent  between  1992  and 
1993.    The  increase  for  the  Central  African  Republic  was  even  more  astounding~384 
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percent.  Freedom,  democratic  governments,  and  free  markets  require  quality  education  and 
training  investments. 

More  specifically,  how  do  all  those  favorable  economic  statistics  relate  to  education  and 
training? 

Basic  education,  usually  defined  as  primary  and  lower  secondary  schooling,  as  well  as  adult 
literacy  and  basic  skills  training,  has  been  shown  to  be  the  single  most  economically 
productive  investment  that  a  country  can  make  in  its  citizens.  Among  22  Asian,  African,  and 
Latin  American  countries,  the  rate  of  return  to  primary  education  averages  27  percent.  In 
addition  to  direct  economic  benefit,  basic  education  has  numerous  social  impacts  that  feed 
back  into  the  economy.  Widespread  basic  education  leads  to  more  equitable  income 
distribution  and,  ultimately,  to  political  stability.  Countries  in  which  large  numbers  of  children 
enter  secondary  school  have  lower  level  of  investment  risk,  as  measured  by  the  World  Bank, 
and  higher  levels  of  democratic  rights,  as  measured  by  the  Freedom  House  Index,  than 
countries  in  which  few  children  complete  primary  and  enter  secondary  school.  A  well- 
educated  human  resource  base  in  developing  countries  is  the  basis  for  trading  partnerships 
with  the  United  States. 

But  good  economic  policy—for  both  the  developing  worid  and  the  U.S. —is  not  the  only 
reason  to  support  foreign  assistance  for  education  and  training.  The  U.S.,  unlike  other 
nations,  has  long  been  defined  by  its  humanitarianism  toward  the  less  fortunate  of  the  world. 
U.S.  foreign  assistance  to  the  developing  world  has  raised  millions  of  people  out  of  dire 
poverty  and  saved  the  lives  of  millions  of  babies  who  would  otherwise  have  died  from 
dehydration,  malnutrition,  or  communicable  childhood  diseases. 
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Basic  education,  especially  of  girls,  contributes  to  increased  child  survival  and  overall  life- 
expectancy  and  to  lower  birth  rates.  Throughout  the  developing  world,  women  with  more 
education  desire  smaller  families.  On  average,  women  with  seven  years  of  school  desire  one 
to  two  fewer  children  than  women  with  no  schooling.  Women  who  complete  secondary 
school  are  three  years  older  at  the  birth  of  their  first  child  than  women  with  no  schooling,  and 
two  years  older  than  those  who  have  only  attended  primary  school.  Education  of  young 
women  contributes  to  child  survival.  It  is  estimated  that  every  additional  year  of  schooling 
for  girls  lowers  child  death  rates  by  5  to  10  percent.  Lest  the  education  of  giris  should  be 
thought  only  to  have  these  social  impacts,  we  should  also  note  that  girls'  education  is  also 
directly  related  to  economic  growth,  the  foundation  for  security  and  trade.  In  developing 
countries  where  girls  are  43  percent  or  less  of  the  students,  economic  growth  is  depressed  by 
25  percent. 

Let  me  give  you  some  specific  examples  of  the  educational  development  picture  to 
demonstrate  the  extraordinary  positive  impacts  U.S.  investments  in  education  and 
training  have  had. 


First,  South  Korea 

South  Korea  is  recognized  as  one  of  Asia's  strongest  economies  and  is  among  the  top  10 
purchasers  of  U.S.  exports;  in  J 993  South  Korea  purchased  nearly  $15  billion  worth  of 
exports  from  the  U.S. 

What  is  often  overiooked  in  discussions  of  South  Korea's  economic  viability  is  the  role  U.S. 
non-military  foreign  assistance  played  in  the  country's  development.   U.S.  investments  in 
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education  and  training  in  the  1970s  helped  to  introduce  a  whole  new  approach  to  education 
that  revolutionized  the  effectiveness  of  the  primary  and  secondary  schools.  The  American 
programmed  learning  approaches  used  by  Florida  State  University  and  the  technical  assistance 
and  training  provided  to  the  South  Koreans  have  become  a  model  of  what  can  happen  with 
a  relatively  small  amount  of  foreign  aid  in  education  and  the  resulting  dramatic  economic 
growth.  Korea's  strong  emphasis  on  education,  made  possible  in  good  part  by  U.S. 
investments,  contributed  to  its  development  potential  later  as  a  result  of  a  literate  labor  force. 

Second,  Thailand 

Thailand  is  among  the  top  24  purchasers  of  U.S.  exports.  In  1993,  Thailand  purchased 
approximately  $4  billion  worth  of  exports  from  the  U.S. 

It  has  been  noted  that,  "When  one  asks  Thais  in  business,  government,  or  academia  what  they 
think  has  been  the  most  important  contribution  of  the  U.S.  aid  program  to  the  country's 
development,  the  answer  virtually  always  is  the  same:  training."  Since  1950,  approximately 
15,000  Thais  have  received  education  and  training  in  the  U.S.,  including  most  of  the  present 
Thai  leadership  in  government  and  industry.  Over  a  period  of  about  25  years,  Thailand 
moved  from  being  a  country  with  a  grossly  inadequate  institutional  and  knowledge  base  to 
one  that  assumed  a  position  of  self-reliance  in  the  modem  economy.  As  Thailand  grew 
economically,  trade  and  investment,  not  aid,  became  the  dominant  element  of  the  economic 
relationship  with  the  United  States.  Today  the  U.S.  is  the  largest  foreign  investor  in  Thailand, 
with  investments  estimated  at  more  than  $4  billion,  nearly  half  in  oil  and  gas  production  and 
distribution,  one-quarter  in  banking  and  finance,  and  the  rest  in  manufacturing  and  trade. 
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Third,  Ghana 

Ghana's  U.S.  export  purchasing  power  has  increased  from  $115  million  in  1987  to  $215 
million  in  1993,  which  reflected  a  73.6  percent  increase  over  1992. 

Ghana  is  an  excellent  example  of  effective  use  of  foreign  aid  to  strengthen  a  depleted  human 
resource  base  in  a  country  in  which  the  political  will  to  succeed  is  strong.  In  1990  the  United 
States,  after  a  long  period  of  no  investment  in  Ghana,  provided  $35  million  to  help  Ghana 
strengthen  its  basic  education  system  and  thus  begin  rebuilding  its  resource  base  This  was 
part  of  a  larger  economic  and  educational  reform  program  to  help  restore  the  educational 
system  to  what  it  was  in  the  mid-1970s  before  Ghana  suffered  a  disastrous  economic 
recession.  During  that  time,  primary  school  enrollment  declined  by  30  percent  and  middle 
school,  by  approximately  25  percent.  U.S.  fiinds  have  been  used  to  support  policy  and 
institutional  reform  Since  the  beginning  of  the  reform  in  the  mid-1980s,  the  Ghanaian 
economy  has  grown  in  real  terms  by  about  5  percent  per  annum,  and  the  fall  in  living 
standards  has  begun  to  be  reversed.  Ghana  has  experienced  the  longest  period  of 
uninterrupted  economic  growth  since  its  independence.  That  growth  is  reflected  in  the 
continuing  rise  in  levels  of  exports  purchased  from  the  United  States. 


Fourth,  Dominican  Republic 

The  Dominican  Republic  is  among  the  top  35  purchasers  of  U.S.  exports.  Since  1987,  the 
export  purchasing  power  of  the  Dominican  Republic  has  steadily  increased  from  slightly 
over  $1  billion  to  S2.3  billion.  Between  1992  and  1993,  the  increase  was  12  percent. 
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Conservative  estimates  indicate  that  no  fewer  than  400,000  primary  school  children  in  the 
Dominican  Republic,  51  percent  of  whom  are  girls,  are  dirert  recipients  of  primary  education 
assistance  being  provided  through  just  one  current  project  of  the  U.S.  Agency  for 
International  Development  that  fosters  private  initiatives  in  primary  education.  Through  one 
small  U.S.  investment,  the  country's  entire  primary  school  population  is  being  reached,  and 
the  foundation  for  an  educated  resource  base  for  fiiture  economic  development  is  being  laid. 
The  emphasis  on  strong  private-sector  involvement  has  resulted  in  considerable  partnerships 
between  the  public  and  private  sectors  in  the  Dominican  Republic  to  improve  education  and 
to  help  lessen  future  dependence  on  foreign  aid. 

These  are  only  a  few  examples  of  the  major  impact  U.S.  foreign  assistance  had,  and  continues 
to  have,  on  improving  the  educational  status  of  people  around  the  world,  helping  to  raise 
them  out  of  poverty,  improve  their  economies,  and  benefit  U.S.  citizens  in  trade  and  jobs. 


What  will  be  the  impact  of  deep  cuts  to  the  foreign  assistance  budget  for  education  and 
training? 

USAID  contributions  to  education  have  had  an  impact  far  beyond  their  dollar  value. 
Conversely,  cuts  to  these  investments  will  have  negative  effects  many  times  higher  than  the 
dollar  savings.  Processes  of  educational  reform  and  improvement  are  long-term.  If  we  allow 
the  poorest  countries  to  fall  off  the  development  assistance  map  now,  the  effects  will  be  far 
reaching.  In  the  short  term,  the  children  who  receive  no  education  or  very  low-quality 
education  will  be  hurt.  In  the  medium  term,  infi-astructure  systems  will  fail  and  there  will  be 
no  non-government  organizational  capacity.  In  the  long  run,  a  failure  to  support  education 
in  developing  countries  will  become  our  problem,  too,  when  these  countries  require 
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emergency  reliefer  when  they  are  unable  to  import  our  goods  or  export  to  us  It  is  necessary 
now  to  make  fail-safe  investments  in  education  and  training  in  the  poorest  countries  to 
guarantee  future  markets  for  the  United  States.  It  is  difficult  to  imagine  economic  policies 
alone  going  to  overcome  the  problems  caused  by  insufficient  training  and  education. 

Mr.  Chairman,  I  have  outlined  the  relationship  between  work  that  has  been  done  by  USAID 
and  the  development  of  trading  partners.  Cuts  will  mean  that  we  lose  a  critical  part  of  our 
ability  to  develop  new  markets.  But  we  will  lose  far  more  than  that.  The  economic  argument 
is  only  part  of  the  story. 

Projects  in  education  and  training  that  have  been  fiinded  by  USAID  have  had  an  impact  on 
the  health  and  well-being  of  millions  of  women  and  children.  Women  who  are  literate  have 
fewer  children.  The  children  they  have  live  longer,  healthier  lives.  The  schools  they  attend 
are  better,  they  have  teachers  who  have  been  trained,  and  curriculums  that  are  designed  to 
help  them  participate  in  productive,  free-market  democracies.  Without  basic  education  and 
training,  the  cycle  of  poverty  and  oppression  cannot  be  broken. 

Specifically,  we  can  expect  the  following  to  happen  if  the  budget  for  education  and  training 
is  cut: 

1.  Infant  mortality  rates  around  the  world,  high  birth  rates,  and  instances  of 
communicable  disease  will  soar.  Ultimately,  those  will  become  problems  for  the  U.S. 
to  solve,  at  enormous  cost. 

Drastic  cuts  in  foreign  assistance  will  result  in  far  fewer  girls  being  educated  in  the  developing 
world,  a  situation  that  will  result  in  negative  impacts  on  child  survival,  population  growth,  and 
health  and  nutrition.  The  United  States  will  not  be  able  to  turn  its  head  later  when  famine  and 
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other  disasters  strike  or  communicable  diseases  begin  to  spread  in  developing  countries  that 
do  not  have  populations  sufficiently  educated  to  deal  with  even  the  simplest  aspects  of  the 
disasters. 


2.  The  educated  human  resource  base  necessary  for  economic  viability,  a  direct  result 
of  basic  education,  will  be  eliminated  in  many  countries.  Future  markets  for  U.S. 
exports,  especially  African  markets,  will  decrease  or,  in  some  cases,  disappear.  The 
more  than  10  million  American  jobs  expected  by  the  end  of  the  decade  as  a  result  of 
new  markets  will  not  materialize. 

We  need  to  continue  to  invest  in  order  to  guarantee  markets  for  the  future.  We  must  treat 
Africa  as  we  treated  Latin  America  and  Asia  a  generation  ago.  If  we  compare  sub-Saharan 
Africa  today  to  three  of  the  newest  Asian  "Tigers"~Malaysia,  Indonesia,  Thailand—as  they 
were  in  1960,  African  per  capita  income  today  is  80%  of  what  it  was  in  Malaysia,  Indonesia, 
and  Thailand  35  years  ago.  Africa  today  is  not  significantly  behind  where  the  Asian  Tigers 
were  in  1960. 

Africa  has  four  times  the  number  of  people  those  Asian  countries  had  in  1960,  that  is,  it  offers 
an  even  greater  potential  for  US  trade.  The  African  market  is  growing  far  faster  than  our 
markets  in  Europe.  African  imports  have  risen  by  about  7%  per  year  for  the  past  decade. 
Today  the  US  is  about  10%  of  the  African  market.  In  30  years,  we  can  expect  $50  billion 
worth  of  American  e>q)orts  to  go  to  Africa  each  year.  That  translates  into  millions  of  jobs  for 
Americans  that  will  not  materialize  if  we  do  not  assist  Africa  now. 
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3.  Other  countries,  as  a  result  of  cuts  in  U.S.  foreign  assistance,  are  very  likely  to 
reduce  their  contributions  to  increase  the  education  levels  of  developing  countries.  The 
resulting  depleted  educated  resource  base  and  the  millions  of  helpless  people  in  times 
of  crisis  will  become  America's  costly  problem. 

The  United  States  alone  cannot  bear  the  burden  of  educational  assistance  to  developing 
countries.  But  U.S.  investments  leverage  the  contributions  of  other  donors.  When 
educational  assistance  levels  are  cut  drastically,  developing  nations  will  not  have  the  educated 
resource  base  to  ensure  the  continued  growth  of  their  economies  and  the  resulting 
opportunity  for  growth  in  American  trade,  exports,  and  jobs.  Without  an  educated 
population,  those  nations  will  be  ill-equipped  to  deal  with  disasters  that  result  in  hunger,  loss 
of  infrastructure,  displaced  populations.  There  is  no  doubt  that  those  problems  will  be 
American  problems  and  not  the  problems  of  other  countries—and  they  will  be  far  worse 
problems  than  they  are  now.  The  ultimate  cost  to  the  United  States  will  be  far  higher  than 
the  less  than  1%  of  the  national  budget  that  now  goes  to  foreign  assistance. 

In  summary,  Mr.  Chairman,  education  and  training  are  the  key  to  effective  development  of 
new  markets,  stable  and  democratic  nations,  population  control,  and  our  future.  As  you 
consider  the  appropriation  level  for  foreign  assistance  in  1996  and  the  years  beyond,  please 
think  seriously  about  the  effect  on  our  economy  and  the  American  people  as  well  as  the 
benefits  to  millions  of  children  and  adults  around  the  world  that  our  small  aid  investment 
returns.  We  believe  it  is  essential  for  everyone's  benefit  for  the  Appropriations  Committee 
to  specifically  identify  the  importance  of  continuing  as  high  a  level  of  support  as  possible  for 
education  and  training. 
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There  can  be  no  doubt  that  foreign  assistance  for  education  and  training  is  both  a 
humanitarian  gesture  and  a  wise  economic  investment  on  the  part  of  the  U.S.  government. 
We  must  ensure  that  foreign  assistance  funds  are  reserved  for  such  assistance  at  least  at  the 
current  level  of  $250  million  for  basic  and  other  levels  of  education  and  the  $300  million  for 
training,  plus  the  special  support  for  the  NIS  training.  We  hope  that  education  and  training 
will  continue  to  enjoy  the  strong  bipartisan  support  from  the  Congress  as  they  have  in  the 
past. 

Thank  you. 
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Mr.  Callahan.  Thank  you,  Mr.  Moseley.  You  are  not  the  last. 
We  still  have  one  more.  But  I  just  want  to  tell  you,  as  you  sit  here 
and  you  hear  all  of  these  agencies  and  all  of  these  requests  from 
all  of  you  dedicated  people,  many  of  you  serving  without  compensa- 
tion, volunteering  your  time,  your  efforts  to  make  things  better  for 
people  in  other  areas  of  the  world,  and  to  try  to  explain  to  us  how 
we  should  prioritize  the  limited  amount  of  money  we  are  going  to 
have,  is  a  rewarding  experience  for  me,  because  all  of  you  are  pro- 
fessionals. 

All  of  you  are  dedicated.  All  of  you  are  sincere.  All  of  you  have 
blinders  on.  I  might  say  that,  because  there  is  nothing  but  your 
particular  thing.  But  I  can  understand  that  because  you  are  so  con- 
centrated on  what  you  are  doing.  And  as  a  result  of  your  efforts 
you  are  making  things  better  for  a  lot  of  people  worldwide.  We  are 
going  to  do  the  best  we  can  to  assist  you  however  we  can.  Thank 
you. 

Mr.  Moseley.  We  appreciate  your  support,  Mr.  Chairman. 
Thank  you  very  much. 


Thursday,  March  30,  1995. 
CENTER  FOR  VICTIMS  OF  TORTURE 
WITNESS 
SISTER  DIANNA  ORTIZ,  O.S.U.,  CENTER  FOR  VICTIMS  OF  TORTURE 

Mr.  Callahan.  Now,  since  Congressman  Sabo  did  not  show  up 
to  introduce  Sister  Dianna  Ortiz,  I  am. 

Sister  Ortiz,  good  afternoon. 

Sister  Ortiz.  Good  afternoon.  I  am  Sister  Dianna  Ortiz.  I  am  a 
survivor  of  torture  by  the  brutal  Guatemalan  security  forces  and  a 
North  American  in  1989.  I  would  like  to  invite  you  to  travel  back 
in  time  with  me.  Nearly  five  years  ago  I  lived  an  ordinary  life.  I 
used  to  be  a  trusting,  confident,  adventurous  and  carefree  woman 
who  believed  in  life,  in  God,  and  in  others.  On  November  2,  1989, 
the  Dianna  whom  I  just  described  ceased  to  exist.  Allow  me  to 
share  with  you  a  nightmarish  experience  that  has  marked  me  for 
life. 

In  1987  I  opted  with  three  other  missionaries  to  live  with  the 
Mayan  Indians  in  the  highlands  of  Guatemala,  people  who  for  hun- 
dreds of  years  have  been  and  continue  to  be  subjected  to  physical 
and  psychological  torture.  A  year  later  I  began  to  receive  death 
threats.  These  threats  came  in  the  form  of  harassment  and  written 
letters.  On  November  2,  1989,  I  became  one  more  torture  victim  of 
Guatemala's  so-called  democratic  government.  I  was  abducted  and 
taken  to  a  clandestine  location  at  a  military  installation,  where  I 
was  interrogated  and  brutally  tortured  by  three  men  from  the  Gua- 
temalan security  forces  and  one  North  American,  as  well  as  repeat- 
edly raped  by  the  three  Guatemalans. 

This  nightmare  transpired  over  five  years  ago.  The  memories  of 
what  I  experienced  and  witnessed  that  day  continue  to  haunt  me 
day  and  night.  The  memories  are  as  real  to  me  today  as  they  were 
nearly  five  years  ago.  Today,  it  seems  as  it  if  were  only  yesterday 
that  I  sat  in  a  clandestine  cell,  alienated  from  all  society,  and  lis- 
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tening  to  the  piercing  cries  of  a  woman  and  a  man  being  tortured. 
It  seems  as  if  it  were  only  yesterday  that  I  was  lowered  into  an 
open  pit  filled  with  human  bodies.  Bodies  of  women,  children  and 
men,  some  decapitated,  some  lying  face  up,  some  alive,  and  some 
caked  with  blood. 

It  pains  me  to  recall  these  repulsive  memories.  However,  I  must 
do  so.  I  must  call  to  your  attention  the  importance  of  providing  re- 
habilitation services  to  victims  of  torture.  I  am  one  among  thou- 
sands who  have  survived  the  hideous  ordeal  of  physical  and  psy- 
chological torture.  Every  individual  who  has  been  subjected  to  some 
form  of  torture  should  be  given  the  opportunity  to  receive  treat- 
ment. 

Torture  is  an  extreme  violation  of  human  rights.  It  is  a  brutal, 
dehumanizing  experience.  The  methods  of  torture  attack  the  phys- 
ical and  psychological  being  as  a  means  of  destroying  the  victim's 
personality.  This  is  done  with  the  aim  of  demobilizing  the  victim 
so  that  they  cannot  exercise  their  power  and  their  right  to  control 
their  lives. 

Torture  victims,  like  rape  victims,  are  in  a  precarious  legal  posi- 
tion that  compromises  the  rights  of  victims.  They  must  prove  that 
the  torture  actually  occurred  and  that  they  are  innocent  of  some 
yet  unidentified  wrongdoing,  and  that  they  are  trustworthy  and  not 
a  threat  to  society. 

It  you  were  to  ask  the  victim  to  describe  torture,  I  guarantee  you 
a  majority  of  victims  would  describe  torture  as  a  lifelong  nightmare 
of  hell.  Naturally,  the  physical  scars  disappear  in  time,  but  the  psy- 
chological scars  remain.  Not  only  do  we,  victims  of  torture,  bear 
marks  on  our  bodies,  but  on  our  spirits  as  well. 

The  United  Nations  Voluntary  Fund  for  Victims  of  Torture  helps 
victims  like  me  to  restore  our  physical  and  spiritual  well-being. 
Since  1982  it  has  been  providing  support  to  rehabilitation  pro- 
grams around  the  world,  to  countries  of  exile  as  well  as  in  coun- 
tries where  torture  is  practiced.  Many  of  these  programs  operate 
without  the  government's  support,  and  sometimes  suffer  from  gov- 
ernment harassment  and  even  violence. 

Many  victims  of  torture  are  grass  roots  leaders  struggling  to  de- 
fend basic  human  rights  and  democratic  principles.  Rehabilitation 
programs  for  victims  of  torture  enable  them  to  rebuild  their  lives 
and  to  resume  their  struggle  for  the  ideals  that  their  country  was 
founded  on.  United  States  support  for  the  Voluntary  Fund  identi- 
fies us  with  these  courageous  people  and  sends  a  loud  message  to 
the  offending  governments  that  we  will  not  tolerate  such  cruel  and 
inhumane  practices. 

In  1994  the  Voluntary  Fund  assisted  106  programs  in  60  coun- 
tries on  a  budget  of  only  $3.7  million.  This  represents  only  a  frac- 
tion of  the  financial  need  for  treatment.  Moreover,  the  Department 
of  State  recently  stated  that  the  number  of  programs  worldwide  is 
expected  to  double  in  three  years. 

As  you  consider  our  level  of  support  for  the  Voluntary  Fund,  it 
will  interest  you  to  know  that  the  government  of  Denmark,  a  coun- 
try with  2  percent  of  our  own  population,  spends  about  $2  million 
annually  on  treatment  for  victims  of  torture  within  Denmark  and 
$5  million  for  victims  abroad  through  the  Voluntary  Fund,  the  Eu- 
ropean Union,  and  bilateral  assistance. 
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In  1994  and  1995  the  United  States  contributed  $1.5  million  each 
year  to  the  Voluntary  Fund.  We  recommend  that  the  United  States 
contribute  $3  million  to  the  Voluntary  Fund  in  1996.  This  figure 
is  based  on  the  worldwide  annual  financial  need  for  treatment  esti- 
mated at  more  than  $80  million.  At  the  very  minimum,  we  ask  that 
our  contribution  be  no  less  than  this  year's  contribution. 

Mr.  Chairman,  I  know  this  subcommittee  is  under  tight  financial 
restraints,  but  I  believe  you  will  agree  with  me  that  there  is  noth- 
ing more  reprehensible  than  the  practice  of  torture  and  no  one 
more  deserving  of  our  support  than  the  victim  of  this  practice. 

As  you  decide  upon  our  contribution  to  the  Voluntary  Fund, 
please  remember  my  personal  story  and  how  treatment  helped  me. 
Please  remember  too  that  there  are  thousands  and  thousands  of 
women,  children,  and  men  who  are  suffering  from  torture  and  cry- 
ing for  our  healing.  They  are  depending  upon  you  and  all  of  us  for 
support.  Thank  you. 

Mr.  Callahan.  We  will  remember  your  testimony.  Sister  Ortiz, 
and  we  appreciate  it  very  much.  We  will  submit  your  statement 
also  for  the  record.  We  appreciate  your  patience  today.  Your  story 
is  very  compelling  with  respect  to  us  adequate  funding  for  the  tor- 
ture programs. 

[The  information  follows:] 
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TESTIMONY  OF  SISTER  DIANNA  ORTIZ,  O.S.U. 

FOR  THE  CENTER  FOR  VICTIMS  OF  TORTURE 

before  the  Subcommittee  on  Foreign  Operations, 

Export  Financing  and  Related  Programs 

Committee  on  Appropriations 

U.S.  House  of  Representatives 

March  30,  1995 

My  name  is  Sister  Dianna  Ortiz  and  I  would  like  to  invite  you 
to  travel  back  in  time  with  me.  Five  years  ago  I  lived  an  ordinary 
life.  I  used  to  be  a  trusting,  confident,  adventurous  and  carefree 
woman  who  believed  in  life  and  in  God  and  in  others.  On  November 
2,  1989,  the  Dianna  whom  I  just  described  ceased  to  exist.  Allow 
me  to  share  with  you  a  nightmarish  experience  that  has  marked  me 
for  life. 

In  1987  I  opted  with  three  other  missionaries  to  live  with  the 
indigenous  peoples  in  the  highlands  of  Guatemala,  people  who  for 
hundreds  of  years  have  been  and  continue  to  be  subjected  to 
physical  and  psychological  torture.  A  year  later  I  began  to 
receive  death  threats.  These  threats  came  in  the  form  of 
harassment  and  written  letters.  On  November  2,  1989,  I  became  one 
more  torture  victim  of  Guatemala's  so-called  democratic  government. 
I  was  abducted  and  taken  to  a  clandestine  location  at  a  military 
installation,  where  I  was  interrogated  and  brutally  tortured  by 
three  men  from  the  Guatemalan  security  forces  and  one  North 
American,  as  well  as  repeatedly  raped  by  the  three  Guatemalans. 

This  nightmare  transpired  over  five  years  ago.  The  memories 
of  what  I  experienced  and  witnessed  that  day  continue  to  haunt  me 
day  and  night.  The  memories  are  as  real  to  me  today  as  they  were 
five  years  ago.  Today,  it  seems  as  if  it  were  only  yesterday  that 
I  sat  in  a  clandestine  cell,  with  my  back  against  the  icy  cold 
cement  wall,  listening  to  the  piercing  cries  of  a  woman  and  a  man 
being  tortured.  It  seems  as  if  it  were  only  yesterday  that  I  was 
lowered  into  an  open  pit  filled  with  human  bodies.  Bodies  of 
women,  children  and  men,  some  decapitated,  some  lying  face  up  and 
some  caked  with  blood. 

It  pains  me  to  recall  these  memories;  however,  I  must  do  so, 
I  must  call  to  your  attention  the  importance  of  providing 
rehabilitation  services  to  victims  of  torture.  I  am  one  among 
thousands  who  have  survived  the  hideous  ordeal  of  physical  and 
psychological  torture.  I  realize  that  I  would  not  be  here  today  if 
I  had  not  received  treatment  at  a  center  designed  for  victims  of 
torture.  Every  victim  should  be  given  the  opportunity  to  receive 
treatment . 

Torture  is  an  extreme  violation  of  human  rights.  It's  a 
brutal,  dehumanizing  experience.  The  methods  of  torture  attack  the 
physical  and  psychological  being  as  a  means  of  destroying  the 
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victim's  personality.  This  is  done  with  the  aim  of  demobilizing 
the  victim  so  that  they  cannot  exercise  their  power  and  their  right 
to  control  their  lives. 

Torture  victims,  like  rape  victims,  are  in  a  precarious  legal 
position  that  compromises  the  rights  of  victims.  They  must  prove 
that  the  event  actually  occurred  and  that  they  are  innocent  of  some 
yet  identified  wrongdoing,  and  that  they  are  trustworthy  and  not 
insane . 

If  you  were  to  ask  the  victim  to  describe  torture,  I  guarantee 
you  a  majority  of  victims  would  describe  torture  as  a  lifelong 
nightmare  of  hell.  Naturally,  the  physical  scars  disappear  in 
time,  but  the  psychological  scars  remain.  Not  only  do  we,  victims 
of  torture,  bare  marks  on  our  bodies,  but  on  our  spirits  as  well. 

The  United  Nations  Voluntary  Fund  for  Victims  of  Torture  helps 
victims  like  me  restore  our  physical  and  spiritual  well-being. 
Since  1982  it  has  been  providing  support  to  rehabilitation  programs 
around  the  world  both  in  countries  of  exile  as  well  as  in  countries 
where  torture  is  or  has  been  practiced.  Many  of  these  programs 
operate  without  their  government's  support,  and  sometimes  suffer 
from  government  harassment  and  even  violence. 

Many  victims  of  torture  are  grass  roots  leaders  struggling  to 
defend  human  rights  and  democratic  principles.  Rehabilitation 
programs  for  victims  of  torture  enable  them  to  recover  their  lives 
and  resume  their  struggle  for  the  ideals  upon  which  this  nation  was 
founded.  United  States  support  for  the  Voluntary  Fund  identifies 
us  with  these  brave  people  and  sends  a  message  to  the  offending 
governments  that  we  will  not  tolerate  such  cruel  and  inhuman 
practices . 

In  1994  the  Voluntary  Fund  assisted  106  programs  in  60 
countries  on  a  budget  of  only  $3.7  million.  This  represents  only 
a  fraction  of  the  financial  need  for  treatment.  Moreover,  the 
Department  of  State  recently  stated  that  the  number  of  programs 
world-wide  is  expected  to  double  in  three  years. 

As  you  consider  our  level  of  support  for  the  Voluntary  Fund, 
it  will  interest  you  to  know  that  the  Government  of  Denmark,  a 
country  with  2%  of  our  own  population,  spends  about  $2  million 
annually  on  treatment  of  victims  of  torture  within  Denmark  and  $5 
million  for  victims  abroad  through  the  Voluntary  Fund,  the  European 
Union,  and  bilateral  assistance. 

In  1994  and  1995  the  United  States  contributed  $1.5  million 
each  year  to  the  Voluntary  Fund.  We  recommend  that  the  United 
States  contribute  $3  million  to  the  Voluntary  Fund  in  1996.  This 
figure  is  based  on  the  world-wide  annual  financial  need  for 
treatment  estimated  at  more  than  $80  million.  At  the  very  minimum, 
we  ask   that   our  contribution   be  no  less   than  this   year's 
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contribution . 

Mr.  Chairman,  I  know  this  Subcommittee  is  under  tight 
financial  restraints,  but  I  think  you  will  agree  with  me  that  there 
is  nothing  more  reprehensible  than  the  practice  of  torture  and  no 
one  more  deserving  of  our  support  than  the  victim  of  this  practice. 

As  you  decide  upon  our  contribution  to  the  Voluntary  Fund, 
please  remember  my  personal  story  and  how  treatment  helped  me 
recover  from  the  pain  and  suffering  inflicted  upon  me.  Please 
remember  too  that  there  are  tens  of  thousands  of  others  who  are 
also  suffering  from  torture  and  crying  out  for  healing  and 
spiritual  renewal.  They  are  depending  upon  you  and  all  of  us  for 
support. 
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Mr.  Callahan.  Once  again,  let  me  thank  all  of  you.  Before  we 
leave,  let  me  tell  you  that  the  person  most  responsible  for  setting 
all  of  this  up  today  is  Lori  Maes  on  our  staff.  I  think  Lori  has  done 
an  outstanding  job.  When  she  came  to  me  and  told  me  that  she  had 
56  people  she  wanted  me  to  hear  and  we  were  going  to  hear  them 
all  in  one  day,  let  me  tell  you,  I  was  somewhat  apprehensive.  But, 
Lori,  you  did  a  great  job.  I  am  appreciative  to  you  for  this  fantastic 
job. 

Thanks  to  all  of  you  for  your  patience  and  for  your  message  that 
you  gave  to  us  today.  Thank  you. 

[The  following  statements  were  received  and  submitted  for  inclu- 
sion in  the  record:] 
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Statement  of  Rep.  Martin  Olav  Sabo 

Before  the  House  Appropriations  Subcommittee  on 

Foreign  Operations 

March  30,  1995 

Good  afternoon.  Chairman  Callahan,  Mr.  Wilson,  and  Members  of  the 
Subcommittee.    It  is  my  pleasure  to  introduce  Sister  Dianna  Ortiz  who  is  testifying  on  behalf 
of  the  Center  for  Victims  of  Torture  located  in  Minneapolis,  Minnesota.    She  comes  before 
this  subcommittee  as  an  advocate  for  the  United  Nations  Voluntary  Fund  for  the  Victims  of 
Torture. 

Sister  Ortiz  is  one  of  the  over  200,000  survivors  of  government-sponsored  torture 
living  in  the  United  States  today.    She  has  experienced  what  can  only  be  described  as  an 
extreme  violation  of  her  human  rights  by  the  Guatemalan  government.    I  commend  her  for 
her  willingness  to  come  before  this  subcommittee  and  testify. 

Torture  is  an  extremely  effective  weapon  against  democracy.    Repressive 
governments  around  the  world  target  grass  roots  leaders  who  are  struggling  on  behalf  of 
human  rights  and  democratic  principles.    Torture  is  intended  to  destroy  the  personality  of 
these  leaders  and  instill  fear  in  an  entire  society. 

Rehabilitation  services  enable  torture  survivors  to  reclaim  their  lives  and  resume  their 
work  in  defense  of  freedom.    Over  the  past  15  years,  more  than  125  programs  providing 
rehabilitation  services  for  torture  victims  have  emerged  around  the  globe.    I  am  proud  that 
the  first  treatment  center  in  the  United  States  specifically  designed  to  save  torture  survivors, 
the  Center  for  Victims  of  Torture,  is  located  on  the  campus  of  the  University  of  Minnesota 
in  my  congressional  district.    Since  its  inception  in  1983,  the  center  has  served  hundreds  of 
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torture  survivors  from  over  30  nations. 

Over  100  torture  rehabiliation  programs  in  60  different  countries  rely  upon  the  U.N. 
Voluntary  Fund  for  the  Victims  of  Torture  for  modest  fmancial  grants.    Many  rehabiliation 
programs  operate  in  countries  whose  governments  are  or  recently  were  engaged  in  torture. 
They  operate  with  meager  resources,  and,  at  best,  are  tolerated  by  their  governments. 

The  United  States,  as  a  superpower  and  a  leader  in  human  rights  advocacy,  has  a 
responsibility  to  continue  supporting  the  U.N.  Voluntary  Fund  for  the  Victims  of  Torture. 
By  supporting  the  fund,  the  United  States  allies  itself  with  those  struggling  for  human  rights 
and  democracy  around  the  world.    Our  support  also  sends  a  message  to  offending 
governments  that  we  will  not  tolerate  this  type  of  behavior. 

In  closing,  I  encourage  this  subcommittee  to  continue  financial  support  for  the  U.N. 
Voluntary  Fund  for  the  Victims  of  Torture  and  hope  you  give  Sister  Ortiz  your  fiill 
consideration. 


JAMES  A.  TRAFICANT.  JR. 
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THE  HONORABLE  JAMES  A.  TRAFICANT.  JR. 

TESTIMONY  SUBMITTED  FOR  THE  RECORD 

HOUSE  SUBCOMMITTEE  ON  FOREIGN  OPERATIONS, 

EXPORT  FINANCING,  AND  RELATED  PROGRAMS 


Mr.  Chairman  and  Members  of  the  Committee,  thank  you  for  the 
opportunity  to  submit  testimony  for  the  record  and  to  offer  my  legislative 
recommendations. 

Under  the  United  States-Russian  Partnership  for  Peace,  the  United  States 
made  a  financial  commitment  to  aid  Russia's  struggling  economy  in  exchange  for 
cooperation  and  compliance  with  international  agreements.    A  reduced  threat  and 
defense  burden  were  the  expected  outcome  of  the  partnership.    But  after  $13 
billion  worth  of  U.S.  investment  in  Russia,  we  are  no  closer  to  international  arms 
containment  and  nuclear  non-proliferation. 

On  the  contrary,  Russia  is  the  biggest  supplier  of  arms  and  technology  to 
Iran.    To  date,  Russia  has  sold  Iran  three  Kilo  class  submarines  (of  which  two 
have  been  delivered);  MiG-29  and  Su-24  deep  airstrike  aircraft  (of  which  several 
have  been  delivered);  and  several  hundred  T-72  tanks  (of  which  a  few  hundred 
have  been  delivered).    On  January  8,  1995,  Russia  signed  an  $800  million 
contract  with  Iran  to  complete  two  light  water  nuclear  reactors  at  the  unfinished 
Bushehr  nuclear  site,  as  well  as  attendant  training  and  services. 

This  action  by  Russia  is  in  direct  violation  of  the  international  Iran-Iraq  Arms 
Non-Proliferation  Act  of  1992  (Title  XVI  of  Public  Law  102-484).    The  Act 
imposes  sanctions  on  countries  that  "contribute  knowingly  and  materially  to  the 
efforts  by  Iran  or  Iraq,  or  any  agency  or  instrumentality  of  either  country,  to 
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acquire  destabilizing  numbers  and  types  of  advanced  conventional  weapons." 
Similarly, the  foreign  aid  appropriations  laws  for  Fiscal  Year  (FY)  1994  and  FY 
1995  bar  aid  to  countries  that  sell  arms  to  countries  on  the  U.S.  terrorism  list. 

Moreover,  according  to  the  March  7,  1 994  edition  of  the  Washington 
Times.  Russia  intends  to  sell  22  diesel-powered  submarines  to  China  over  the 
next  five  years.    At  the  same  time,  China  announced  a  21  percent  increase  in  its 
annual  military  budget,  to  approximately  $7.5  billion.    This  new  Russia-China 
venture  could  ultimately  alter  the  balance  of  naval  power  in  Southeast  Asia.    With 
the  purchase  of  22  new  submarines,  China  would  be  free  to  pursue  its  claims  in 
the  South  China  Sea  to  Vietnam,  Indonesia,  Malaysia  and  the  Philippines. 

Finally,  in  the  State  Department's  annual  human  rights  report,  Russia  was 
identified  as  being  in  violation  of  international  human  rights  agreements.    In  the 
report,  Russia  was  criticized  for  the  horrifying  conditions  of  its  jails  and  the  cruel 
hazing  of  military  recruits.    The  most  serious  violations,  however,  occurred  in  the 
Russian  military  assault  on  the  breakaway  republic  of  Chechnya  where  massive 
aerial  bombardment  of  the  capital,  Grozny,  and  the  dislocation  of  thousands  of 
refugees  "were  in  conflict  with  a  number  of  Russia's  international  obligations."    In 
its  most  recent  action,  Russia  reportedly  has  blocked  humanitarian  assistance  to 
Chechnya  by  the  International  Red  Cross. 

In  my  judgement,  Russia's  $800  million  nuclear  reactor  contract  with  Iran  is 
sufficient  evidence  alone  to  cut  off  U.S.  assistance  to  Russia.    With  respect  to 
the  Russia's  human  rights  violations,  let  me  remind  you  that  China  almost  lost 
Most-Favored-Nation  (MFN)  trade  status  with  the  United  States,  for  less. 

As  a  result,  I  will  be  introducing  legislation  to  prohibit  ail  U.S.  foreign  aid 
and  military  assistance  to  Russia  for  Fiscal  Year  1996,  until  the  President  certifies 
to  Congress  that  Russia  is  not  exporting  any  nuclear  technology,  offensive 
military  weapons,  or  other  military  technology  to  nations  certified  by  the  State 
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Department  to  be  supporters  of  international  terrorism. 

Once  again,  thank  you  Mr.  Chairman  and  IVIembers  of  the  Committee,  for 
the  opportunity  to  submit  testimony  on  U.S.  Assistance  to  Russia.  I  appreciate 
your  consideration  of  the  legislative  initiative  I  have  presented  and  strongly  urge 
it's  adoption.  » 


^ 
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Order     of    AHEPA 

Cyprus     &     Hellenic     Affairs     Committee 

Dr.     James     F.     Dimitriou 

National       Chairman 


Chairman       Callahan 

Subcommittee      on      Foreign      Operations,      Export      Financing 

and      Related      Programs 

Committee       on       Appropriations 

U.S.      House      of      Representatives 

Washington,       D.C.       20515-6015 

Dear     Chairman     Callahan     and     Subcommittee     Members, 

I    would    like    to    offer    uritten    testimony    on    behalf    of    the    American    Hellenic 
Educational    Progressive    Association    (Order    AHEPA),    Cyprus    &    Hellenic    Affairs 
Committee,     for    your    Subcommittee     Hearings    on    Thursday,     March    30th. 

The    Order    of   AHEPA,    founded    in    1922,    is    the    oldest    and    largest    Greek 
American     community    service     organization    with    over     1000    chapters    in    the     United 
States.       The    Order    of   AHEPA    is    a    non-profit,    educational    and    charitable 
organization  The    Cyprus    and    Hellenic    Affairs    Committee    represents    the    AHEPA 

in    a    national    campaign    with    the    single    overriding    purpose    of    promoting        better 
relations    between     Greece    and    Cyprus    with    the    United    States    through    the    respect 
of    the    rule    of    law,    universal    human    rights    and    the    best    democratic    traditions    of 
our    Founding    Fathers.  Today,    however,    the    Committee    must    act    in    the    defense 

of    Hellenism    on    many    frontiers:       Cyprus,    Epiros,    Macedonia,    the    Ecumenical 
Patriarch     and     the     Aegean. 

The  Cyprus  and  Hellenic  Affairs  Committee  •  would  like  to  offer  full  support 
to  the  positions  presented  by  testimony  offered  by  Mr.  Eugene  T.  Rossides,  as  the 
Chairman     of    the     American     Hellenic     Institute-Public    Affairs     Committee. 

Issues      of     Concern: 

Specific    issues    of    concern    to    the    Order    of   AHEPA    and    the    greater    Greek    American 
Community      include: 

1.  The    intransigence    of   Turkey    &    Turkish    Cypriots    in    solving    the    problem 
of   the    illegal    occupation    of   Cyprus. 

2.  The    President    should    reconsider    and    withdraw    diplomatic    recognition    of 
the    Former    Yugoslav    Republic    of   Macedonia    (Fi'ROM)    (H. Con. Res.) 
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3.  The    protection    of   the    Ecumenical    Patriarchate    of   the    Greek    Orthodox 
Church    and    the    prevention    of    the    reoccurrence    of    past    terrorist    acti\ities 
.-■nd    \andali-3m    against    the    Patriarch    and    his    good    offices  (H  Con  Res). 

4.  The   providing   of  conditions   on    U.S.    Aid   to  Turkey    (H.R.    1274)    and 
cutting    U.S.    Aid    by    3500,000    a    day    until    Turkey    until    Turkey    takes 
positive    steps    in    areas    of    human    rightsjthe    military    action    against    the 
Kurds;       '.vithdrawing    troops    from    Cyprus;    protecting    Christian    clergy    & 
property;     and    dropping    the     blockade     of    Armenia. 

5.  The    protection    of   the    human    rights    and    religious    freedom    of   the 
300,000    member    ethnic    Greek    minority    in    Southern    Albania    in    the     region 
of    N'orthern     Epirus. 

Background     Positions     of     the     Order     of     AHEPA: 

Cyprus:         Over     20     Years     of     illegal     occupation. 

In    August    1974,    Turkey    invaded    the    island    Republic    of    Cyprus    with    the 
illegal    use    of    American    supplied    arms    and    equipment    and    illegally    occupied 
nearly    40*^    of    the    island    while    creating    some    200,000    Greek    Cypriot    refugees. 
Over    20    years    later,    some    35,000    Turkish    troops    remain    on    the    island    while    the 
refugees    are     still     denied     access    to    their    homes     and    property    and    their     basic 
human      rights 

The    Order    of    AHEPA    has    consistently    supported    the    application    of    the    rule 
of   law    against    Turkey.         The    AHEPA    has    called    on   Turkey    to    remove    all    35,000 
illegal,    occupation    forces    and    all    illegal    Turkish    colonists    from    Cyprus.  Further, 

Turkey    must    account    for    the    5    Americans    and    1614    miss'ing    Greek    Cypriots. 
Turkey    also    must    cease     all    human    rights    violations,    return    all    stolen    properties 
and    resume     negotiations     that    fully     respect    the     territorial     integrity     and 
sovereignty    of   the    Republic    of   C\prus.  We    urge    the    Congrefs    to    implement       the 

prohibition    of    all    U.S.    military    and    economic    aid    to    Turkey    until    such    time    that 
Turkey    acts    in    accordance    to    U.S.    laws    governing    foreign    assistance    and    military 
sales;     adheres    to    pertinent    United    Nations    resolutions    and    progresses    in    the    area 
of    human    rights    towards    a    just    solution    on    Cyprus. 
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The     Former     Yugoslav     Republic     of     Macedonia     (FYROM). 

The    Order    of    AHEPA    as    well    as    the    greater    Greek    American    Community, 
continues    to    maintain    that        President    Clinton's    move    to    extend    diplomatic 
recognition     to    the     Skopje     Republic     was     both     inappropriate     and     harmed     the 
delicate    stability'    in    the    Balkans    in    relation    to    Greece.  This    diplomatic 

recognition    should    be    reconsidered    until    the     Skopje    Republic    proceeds    in    a 
positive    manner    in    order    to 

1.  Renounce    its    use    of    the    name    Xiacedonia. 

2.  Removes    objectionable    language    in    its    constitution,    specifically,    the 
Preamble,    Articles    3    and    49,    which    all    imply    territorial    expansion    at    the 
expense    of    Greece. 

3.  Removes    the    Star   of   Vergina    from    its    flag    as    well    as    other   symbols    of 
Hellenic     Macedonia 

4.  Ceases    all    propaganda    against    Greece    and 

5.  Adheres    to    the    Conference    on    Security    and    Cooperation    in    Europe    norms 
and     principles. 

The    Order    of   AHEPA    believes    that    the    H.Con.R/es.    introduced    by 
Congressman    Gerald    Solomon    (R-NY)    fully    encompasses    all    of    the    above    concerns. 
This    resolution    mirrors     S. Con. Res. 7    introduced    January    30th    by    Senator    Olympia 
Snowe    (R-ME).  Nothing    short    of   this    resolution    can    serve    the    interests    of   peace 

and    stability    in    the    area 


The     Ecumenical     Patriarchate     of     the     Greek      Orthodox     Church 

The    Ecumenical    Patriarch    of    Constantinople    is    the    spiritual    head    of    the 
world's    250,000,000    and    America's    5,000.000       Orthodox    faithful.  The    Order    of 

AHEPA    continues    to    support       all    international    efforts    to    protect    Ecumenical 
Patriarch    and    the    Christian    Orthodox    faithful    in    Turkey.  All    efforts    must    be 

maintained    in    order    to    have    the    ancient    Christian    see    continue    to    minister    to    its 
faithful. 
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Specifically,    the    Order    of    AHEPA    condemns: 

1.  The    persecution    and    harassment    of    the    Ecumenical    Patriarch    and    the 
Orthodox    faithful,     including    the    attempted    bombings    of    the    Patriarch's 
residence     in     1994. 

2.  The    continued    desecration    of    the    ancient    Orthodox    cemeteries    in 
Constantinople      (Istanbul). 

3.  The    remarks    of    the    Muslim    fundamentalist    mayor    of    Istanbul,    who 
declared    that    he    will    see    to    it    that    all    "activities"    of   the    Patriarchate    will 
cease    and    that    he    intends    to    enter    the    Ecumenical    Patriarchate    through    the 
historic    main     gate    that    has    remained    closed    since    the    Ecumenical    Patriarch 
Gregorius       V    was    hanged    there    in    1821. 

4.  The    restriction    reimposed    by    Turkey    on    the    Christian    celebration    of    the 
Saint     Nicholas     festi\al,     the     popular    saint     worshipped     by     Christians     world- 
wide. 

5.  The    threat    to    convert    the    centuries    old    historic    Christian    Cathedral    of 
Hiaga    (Saint)    Sophia    from    a    museum    to    a    practicing    mosque. 

6.  The    illegal    closure    of  the    Halki    Patriarchal    School    of  Theology    and 
Library. 

The    Order    of  AHEPA    stands    in    full    support   of  the    H.Con.    Res.    introduced    by 
Congressman    Michael    Bilirakis    (R-FL)    that    expresses    the    sense    of    Congress    that 
the    U.S.    should    use    its    influence    on    Turkey    to; 

1.  Ensure    the    proper    protection    of    the    Patriarchate    and    Greek    Orthodox 
faithful    living    in    Turkey; 

2.  Assure    that   significant    steps    are    followed    to    reopen    the    Halki 
Patriarchal    School    of    Theology    and    Library. 

3.  Establish    conditions    to    prevent    reoccurrence     past    terrorist    activities    and 
vandalism. 
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4.  Establish    and    maintain    basic    human    right    protection    of    the    Ecumenical 
Patriarchate    to    carry    out    its    religious    mission. 

5.  Take    every    possible    measure    to    find    and    punish    the    perpetrators    of    any 
provocative      and     terrorist     acts     against  the     Patriarchate. 


Conditions     on     United     States     Aid     to     Turkey 

The    Order    of    AHEPA    fully    supports    both    the    intent    and    the    methods 
expressed    in    the    "Turkish    Human    Rights    Compliance    Act,"    House    Bill    1274, 
introduced     by    Congressman     Robert     Andrews    (D-XJ)     establishing    conditions     on 
United    States    Aid    to    Turkey.  The    AHEPA    believes    that    only    through    such 

concerted    and    purposeful    action    will    Turkey    follow    positive    policies    in    concert 
with    solutions    to    universal    human    rights    and    the    rule    of    law. 

Specifically,    the    AHEPA    supports    the    following    provisions    of    the    House    Bill: 
Cutting    US     aid    to    Turkey    by    S500,000    a    day    until    Turkey: 

1.       Allows    international    monitoring    groups    to    observe    the    human    rights 
situation     within     its     borders; 

'  2.       Cease    any    military    action    towards    and    recognizes    the    rights    of   its    15 

million     Kurdish     citizens: 

3.  Takes    demonstrable    steps    toward    the    withdrawal    of    Turkish    troops 
from    Cyprus    and    supports    a    settlement    recognizing    the    sovereigntj', 
independence,     and     territorial     integrity    of    Cyprus,     with     constitutional 
democracy    based    on',  majority    rule,    the    rule    of    law    and    protection    of 
minority      rights; 

4.  Removes    its    blockade    of    U.S.    and    international    humanitarian    assistance 
to    Armenia;     and 

5.  Remove    official    restriction    on    Christian    churches    and    schools    and 
protect    Christian    clergy    and    property    from    acts    of    \iolence    in    Turkey. 
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The    Order    of    AHEPA    believes    that    baste    human    right    standards    can    be 
achieved    through     enforcement    under    the    provisions    of    the        Foreign    Assistance 
Act    of    1961    and    the    Arms    Export    Control    Act. 


The     Ethnic      Greek      iVIinoritv      of     Southern      Albania      (Northern      Epiros) 

The    Order    of    AHEPA    condemns    the    continued    violation    of    the    human    rights 
of   the    Greek    Orthodox    minority    in    Albania.  We    further    condemn    the    campaign 

of    the    Albanian    government    to    drive    out    of    the    country    the    Greek    Orthodox 
minority     by     denjing     and     restriction     full     legal,     educational     and     religious    and 
employment     rights     guaranteed     to     the     minority     by     international     agreement 
signed    by    Albania.  The    AHEPA    condemns   the    following    practices    of   the 

Albanian      government     including: 

1  The    efforts    to    persecute    Greek    Orthodox    Christians    in    the    country'    by 
restricting    the    Orthodox    Autocephalus    Church    of    Albania    and    its    leader, 
Archbishop    Anastasios,    as    well    as    to    return    all    Church    properties; 

2  The    restrictions    placed    on    ethnic    Greeks    to    learn    and    study    their    mother 
tongue ; 

3.  The    harassment    and    forced    resignations    of    ethnic    Greeks    in    public 

service; 

4.  Instigating    a    hate    campaign    in    the    press    against    ethnic    Greeks; 

5.  Restricting    ethnic    Greeks    from    their    human    rights    to    freely    declare    their 
ethnic      nationality; 

The    Order   of  AHEPA    calls    upon    the    U.S.    Congress   to    halt    all    assistance    to 
Albania    until    all    issues    of   the    rule    and    law    and    human    rights    are    resolved. 
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Concluding        statement. 

Turkey's    continuing    \'iolation    of    the    rule    of    law    and    universal    human    rights 
make    her    a    most    unreliable    ally.       The    man}'    violations    of   U.S.    law,    UK    Charter, 
North    Atlantic    Treaty    and    international    law    by    its    illegal    occupation    of    Cyprus, 
its    illegal    arm    to    the    Azerbaigians    and    to    the    Balkans,    its    blockade    of   Armenia; 
its    threats    to    Greece    in    the    Aegean    and    Western    Thrase    as    well    as    continued 
human    rights    violations,    cannot    be    tolerated    by    the    United    States. 

On    behalf   of   the    Order    of  AHEPA,    Cyprus    and    Hellenic    Affairs    Committee,    I 
want    to    thank    you    for    the    opportunity    to    offer    testimony    to    your    committee. 

Respectfully. 

Dr.    James    F.    Dimitriou 
National     Chairman 
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Mr.  Chairman  and  Members  of  the  Subcommittee,  I  appreciate  the  opportunity  to  submit 
testimony  in  order  to  present  our  views  on  the  foreign  aid  legislation  for  fiscal  year  1996  as  it 
affects  Turkey,  Greece,  Cyprus  and  Albania.  I  present  this  testimony  on  behalf  of  the  AHEPA  ~ 
the  American  Hellenic  Educational  Progressive  Association.  The  following  views  reflect  the 
consensus  of  our  62,000  members  in  the  more  than  1,000  chapters  of  the  AHEPA  Family  across 
America. 

While  the  Clinton  Administration  has  again  this  year  taken  positive  steps  with  its  proposal 
of  military  loan  aid  to  Greece  and  Turkey  in  accordance  with  the  7:10  ratio,  several  new  factors 
have  arisen  since  the  proposal.  Turkey  has  continued  to  stall  on  the  Cyprus  negotiations  and  has 
now  invaded  Iraqi  Kurdistan  and  bombed  civilian  areas  with  U.S.  made  or  tax-dollar  subsidized 
planes  and  anti-personnel  bombs.  We  believe  this  committee  has  the  responsibility  to  address 
these  factors,  and  opportunity  to  provide  its  own  important  signaling  on  behalf  of  the  Congress  on 
our  foreign  policy  and  the  use  of  our  U.S.  tax  dollars. 

The  AHEPA  recommends  that  the  Congress:  A)  maintain  current  aid  levels  to  Greece,  B) 
maintain  the  very  small  aid  to  Cyprus,  Q  call  for  the  demilitarization  of  Cyprus,  D)  reduce  aid  to 
Turkey  contingent  on  Ankara's  support  of  the  Cyprus  peace  process  and  improved  conditions  for 
the  Ecumenical  Patriarchate  in  Istanbul,  and  E)  condition  aid  to  Albania  on  the  improvement  of 
the  poor  human  rights  conditions  of  that  country's  substantial  ethnic  Greek  minority. 

A)  Aid  to  Greece 

The  relationship  between  the  United  States  and  Greece,  through  174  years  of  mutual 
support  and  alliance,  is  unparalleled  in  the  world  today.  Moreover,  as  the  only  true  democracy  in 
the  troubled  Balkan  region  Greece  remains  an  important  agent  for  U.S.  interests  and  an  example 
for  all  emerging  democracies. 

Although  Greece  has  had  serious  disagreements  with  some  of  its  Balkan  neighbors, 
disagreements  which  direcdy  threaten  the  security  of  Greece  or  involve  the  inalienable  rights  of 
Greek  minorities  in  neighboring  states,  Greece  has  not  resorted  to  force  or  saber  rattling  as  a 
response.  It  has  responded  with  diplomatic  actions  consistent  with  international  law,  and  with  the 
sobriety  necessary  for  positive  developments  in  the  tense  region. 

The  return  for  the  small  U.S.  financial  investment  in  Greece,  now  in  the  form  of  loans  at  a 
very  modest  actual  cost  to  die  taxpayer,  includes  a  &iendly  and  consistent  base  of  operations  for 
U.S.  forces,  and  an  example  of  democracy  and  the  appropriate  and  measured  response  to  bilateral 
disagreements. 
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B)  Aid  to  Cyprus 

We  also  urge  this  subcommittee  to  maintain  the  traditional  $15  million  in  economic  aid  to 
Cyprus.  As  you  know,  most  of  these  funds  have  been  administered  through  the  United  Nations 
High  Commissioner  for  Refugees  (UNHCR)  which  maintains  an  office  on  Cyprus.  It  should  be 
noted  that  Cyprus  is  itself  now  paying  for  about  half  of  the  costs  of  the  U.N.  Peacekeeping  Force 
on  Cyprus  (UNFICYP)  while  the  U.S.  has,  in  effect,  subsidized  a  substantial  portion  of  the  illegal 
Turkish  occupation  forces  by  delivering  unconditional  aid  to  Turkey. 

C)  The  Demilitarization  Proposal 

This  month,  House  Concurrent  Resolution  42,  calling  for  the  demilitarization  of  Cyprus, 
was  introduced  by  Mr.  Engel,  Mr.  Porter  and  twelve  other  original  co-sponsors.  The  resolution 
notes  that  the  UN  has  adopted  numerous  resolutions  setting  for  the  basis  of  a  solution,  and  that 
U.N.  Secretary  General  has  described  the  occupied  area  of  Cyprus  as  one  of  the  most  militarized 
areas  in  the  world.  The  resolution  calls  for  the  removal  of  all  foreign  troops  from  the  territory  of 
Cyprus. 

We  ask  that  this  resolution  be  supported  by  the  Committee  and  that  the  language  used  be 
included  in  the  appropriations  process. 

D)  Aid  to  Turkey 

n  The  military  occupation  of  Cyprus 

At  a  time  when  we  most  need  our  moral  authority  as  well  as  the  practical  element  of 
consistency  and  predictability  in  U.S.  policy,  we  are  actually  fundamentally  eroding  both  with  our 
own  failure  to  effectively  use  the  leverage  afforded  by  our  massive  aid  to  Turkey  to  end  the 
injustice  on  Cyprus. 

The  Cyprus  problem  remains  an  issue  of  the  illegal  invasion  and  continued  occupation  of 
an  independent  and  sovereign  state  and  now  stands  as  the  most  lengthy  and  glaring  example  of 
contempt  for  the  rule  of  law  in  the  world  today.  Despite  the  fact  that  Turkey  is  widely  recognized 
and  condemned  as  the  aggressor  on  Cyprus,  it  remains  one  of  the  largest  recipients  of  U.S. 
military  aid,  and  American  taxpayers  continue  to  subsidize  this  21-year  injustice. 

Cyprus  presents  an  exceptional  opportunity  for  the  United  States  to  facilitate  successfully 
a  solution  because  a  settlement  there  is  manageable.  A  Cyprus  solution  is  attainable  and 
manageable  because  of  the  country's  small  population  size  (less  than  the  population  of  San 
Francisco  and  only  slightly  larger  than  Vermont),  its  clearly  discreet  borders  as  an  island  nation, 
the  scores  of  United  Nations  resolutions  calling  for  withdrawal  of  Turkey's  occupation  forces,  the 
United  Nations  troops  already  in  place,  and  the  as  yet  unused  leverage  afforded  by  conditioning 
the  massive  U.S.  aid  to  Turkey. 

Congress  has  an  opportunity  to  support  the  rule  of  law  in  international  affairs  by  using  its 
aid  influence  with  Ankara  and  insisting  that  its  violation  of  international  law  be  ended.  Its 
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occupation  of  a  sovereign  nation  is  unacceptable;  and  that  it  must  end  its  obstruction  of  a  just  and 
long-lasting  solution  to  the  Cyprus  problem. 

The  U.S.  must  also  insist  that  Ankara  immediately  withdraw  its  occupation  forces  and  the 
newly  introduced  Anatolian  colonists,  and  that  it  must  account  for  the  1619  persons,  including 
five  Americans,  missing  since  the  Turkish  invasion  of  Cyprus. 

A  solution  on  Cyprus  must  include  a  constitutional  firamework  which  can  instne  a  long- 
lasting  and  just  solution.  As  President  Clinton  has  stated,  such  a  solution  must  include  withdrawal 
of  the  Turkish  occupation  forces,  conform  to  the  principles  of  the  European  Community,  and  be 
consistent  with  established  principles  of  human  rights  and  democratic  values. 

2)  The  rights  of  the  Ecumenical  Patriarchate  in  Istanbul 

We  are  also  very  concemed  about  the  rights  and  status  of  the  Eastern  Orthodox 
Ecumenical  Patriarchate  in  Istanbul,  an  international  religious  institution  whose  freedom  to 
operate  direcdy  affects  the  religious  freedom  of  300  million  Orthodox  Christians  worldwide, 
including  five  million  believers  in  the  United  States.  As  one  of  die  oldest  religious  institutions  in 
the  world,  with  almost  2,000  years  of  continuous  operation,  it  is  also  a  precious  and  irreplaceable 
heritage  for  all  humankind. 

In  April  of  1992,  Helsinki  Watch  released  a  report  entided,  "Denying  Human  Rights  and 
Ethnic  Identity:  The  Greeks  of  Turkey."  Helsinki  Watch  noted  that  unless  the  Turkish  government 
lifts  its  rule  that  only  Turkish-bom  bishops  can  become  Patriarchs,  and  allows  re-opening  of  the 
last  remaining  theological  seminary  at  Halki  to  educate  young  clergy,  the  Patriarchate  will  be 
unable  to  survive.  Helsinki  Watch  specifically  recommended  that  the  U.S.  government 
"acknowledge  and  condemn"  Turkey's  human  rights  abuses,  including  those  against  the 
Patriarchate,  and  that  it  persuade  the  Turkish  government  to,  "refrain  from  interfering  in  the 
selection  of  the  Ecumenical  Patriarch;  and  permit  the  re-opening  of  the  Halki  theological 
academy..." 

We  urge  that  Congress  concur  with  these  findings  and  add  language  on  the  issue  of  the 
Patriarchate  to  aid  legislation  affecting  Turkey.  A  change  in  this  Turkish  government  policy 
against  the  Patriarchate  will  serve  U.S.  interests  in  lessening  tensions  between  Turkey  and  its 
Orthodox  neighbors.  Indeed,  the  Patriarchate  can  serve  as  a  much  needed  bridge  and  force  for 
peace  and  tolerance  in  the  troubled  region.  Proper  pressure  and  signaling  towards  this  end  will 
also  assist  in  guiding  Turkey  towards  norms  of  human  rights  and  religious  freedom  necessary  for 
Turkey's  integration  into  the  community  of  progressive  nations. 
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E)  Aid  to  Albania 

According  to  a  new  report  released  in  February  by  the  U.S.  Dept.  of  State,  "officials  denied 
[basic  human]  rights  particularly  to  members  of  the  ethnic  Greek  minority."  (U.S.  Dept.  of  State  Human 
Rights  Report,  Feb.  1995.)  Human  Rights  Watch  /Helsinki  also  issued  a  report  in  February  on  the 
Greek  minority  in  Albania,  which  states  that  there  are  harsh  "restrictions  on  freedom  of  assembly, 
religion  and  expression  for  ethnic  Greeks." 

The  Greek  minority  has  been  deprived  of  basic  constitutional  rights,  including  the  right  to  freely 
exercise  the  Greek  Orthodox  religion,  ft'eedom  of  assembly,  and  the  right  to  leam  their  mother  tongue. 
Before  World  War  Two  there  were  354  schools  in  Albania  teaching  Greek.  Today  the  number  has  been 
reduced  to  46.  Most  property  of  the  Orthodox  Church  is  still  being  held  by  the  Albanian  government. 
The  holiest  shrine  for  Orthodox  Christians  in  Albania,  the  Monastery  of  Ardenica,  is  being  used  as  a 
tavern  and  motel,  even  though  Albanian  courts  have  ruled  that  it  should  be  returned  to  the  Orthodox 
Church.  According  to  Amnesty  International  and  the  Associated  Press,  when  ethnic  Greeks  have  tried 
to  protest  against  these  government  abuses,  "police  officers  beat  [them]  with  truncheons." 

Greek  minority  members  and  leaders  have  also  been  systematically  harassed  and  persecuted  for 
voicing  their  concerns.  Mass  arrests,  large  scale  warrantless  searches  and  show  trials  have  been  held  in 
recent  months  to  intimidate  the  Greek  minority.  Ethnic  Greeks  have  been  systematically  driven  out  of 
the  Albanian  judiciary,  public  administration,  armed  forces  and  police  ranks  so  that  they  will  feel 
powerless  and  abandon  their  homeland.  This  government  abuse  is  a  subtle  attempt  to  ethnically  cleanse 
the  ethnic  Greek  population. 

Therefore,  our  relationship  with  Albania  should  be  based  on  the  strongest  possible  signaling 
that  the  U.S.  will  not  tolerate  these  systematic  abuses  by  the  Albanian  government.  We  believe  it 
would  be  inappropriate  under  these  circumstances  for  Albania  to  be  subsidized  by  U.S.  tax  dollars 
until  it  agrees  to  end  its  oppression  of  the  Greek  minority. 
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Introduction 

Although  I  am  an  American  of  Turkish  Cypriot  ancestry,  and  I  am  not  able  to 
testify  in  person,  I  would  like  to  take  this  opportunity  to  remind  members  of  this 
committee  that  my  message,  as  an  American,  is  a  simple  one.    Evaluate  the  issues 
before  you  honestly  and  objectively.    You  have  the  resources  of  the  U.S. 
government,  and  many  international  experts,  to  draw  upon.    My  feeble  effort  is 
simply  one  of  presenting  the  facts  in  the  very  limited  time  constraints  provided. 

The  conduct  of  foreign  policy  is  not  a  domestic  issue  to  be  voted  on  by  popular 
referendums.    The  political  environment  in  eastern  Europe  and  the  Middle  East  has 
always  been  complex,  and  the  honest  assessment  should  not  be  polluted  by 
ancient  ethnic  prejudices,  one-sided  lobbying  by  ancient  enemies  of  Turks,    and 
convenient  blindness  to  the  facts.    We  need  only  look  to  the  former  Yugoslav 
republics,  where  it  is  this  ancient  enmity  against  descendants  of  Ottoman  Turks, 
that  is  the  very  root  cause  of  the  problems  there!    We  cannot  allow  the  United 
States  to  be  balkanized  in  its  foreign  policy. 

You,  as  members  of  Congress,  now  realize  that  most  of  the  objections,  most  of 
the  opposition,  most  of  the  harassment  of  Turkey  comes  from  the  ethnic  Greek 
American  lobby,  with  support  from  other  ethnic  groups  whose  only  common  bond 
is  that  they  consider  themselves  historical  enemies  of  Turks!   The  main  area  of 
irritation  has  been  Cyprus,  so  let  me  discuss  the  Cyprus  problem,  as  it  is  so 
conveniently  known,  because  it  is  relevant,  and  because  I  have  personal 
experience  as  well.    Even  the  recent  approval  of  admission  to  the  European  Union 
of  Turkey  is  conditionally  predicated  upon  a  Cyprus  solution. 

Cyprus  has  historically  been  the  home  of 
ethnic  Turkish  and  Greek  peoples. 

The  island  was  conquered  by  the  Ottoman  Turks  in  1571  from  the  Venetians 
(1489-1571).    It    belonged  to  the  French  Lusignan  knights  before  that    (1192- 
1489).   Turks  lived  on  Cyprus  before  the  Pilgrims  landed  at  Plymouth  (1).   The 
island  was  leased  to  the  British  in  the  late  1800's,  and  became  part  of  the  British 
Empire  in  1914. 

In  1960,  the  island  was  granted  independence,  with  the  president  always  "Greek", 
and  the  vice-president  always  "Turkish".    In  1963,  the  Greek  Cypriots  began  a 
systematic  campaign  against  the  Turkish  Cypriot  community.    United  Nations 
peacekeeping  troops  were  introduced  on  the  island  in  1964,  and  have  been  there 
ever  since.    Turkish  Cypriots  became  refugees  in  1963.    During  this  period  of  time 
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more  than  100  Turkish  villages  were  abandoned  by  the  Turkish  Cypriots.  This 
was  the  first  example  of  ethnic  cleansing  since  World  War  II  in  this  part  of  the 
world,  long  before  the  term  became  popular. 

Turkish  Peacekeeping  Operation  of  1974 
secured  peace  on  the  island 

Contrary  to  myth,  the  Turkish  intervention  in  1974,  to  secure  the  island  from  a 
mainland  led  Greek  military  coup,  ensured  peace  on  the  island.    Although  Greeks 
have  been  relocated,  so  have  the  Turkish  Cypriots.    My  own  relatives  have  moved 
twice,  once  in  1963,  and  again  in  1974,  when  they  relocated  to  what  is  now 
known  as  the  Turkish  Republic  of  Northern  Cyprus.   The  island  prospers  in  peace, 
and  although  the  Greek  community  enjoys  unprecedented  economic  prosperity,  the 
Turks  are  content  with  their  security.   They  trusted  the  Greeks  once,   they  will  not 
again. 

My  own  relatives  from  the  village  of  Pano  Lefkara,  left  that  village,  en  masse,  in 
1964.   They  took  up  residence  in  the  neighboring  village  of  Kophinou  for  security 
and  protection  reasons.    In  1967,  my  grandmother,  Meyrem  Suleyman,  was  a 
casualty  of  a  Greek  assault  on  this  village,  because  the  Greeks  thought  that  the 
Turkish  military  was  present.     All  these  poor  villagers  had  to  defend  themselves 
with  were  shotguns.   The  Republic  of  Turkey  threatened  to  intervene  if  Greek 
assaults  against  the  Turkish  populace  did  not  cease!     They  did,  temporarily. 

In  1974,  after  1 1  years  of  hostility,  economic  boycotts,  and  ignorance  of  the 
Turkish  Cypriot  plight  by  the  rest  of  the  world,  the  Greek  Cypriots,  spurred  by 
mainland  Greece,  overthrew  the  legitimate  government  of  the  island,  and  were 
days  away  from  declaring  enosis,  or  union  with  Greece.    Full  scale  war  between 
Greece  and  Turkey  was  imminent,  until  Turkey,  under  the  legal  mandate  of  the 
Zurich  and  London  Accords,  which  established  the  Republic  of  Cyprus  and  a 
Treaty  of  Guarantee  which  protected  each  ethnic  population,  intervened.   Since 
then,  there  has  been  no  violence.    Peace  has  been  secured  for  both  communities, 
and  although  Turkish  Cypriots  continue  to  seek  just  reconciliation,  the  Greek 
Cypriots  hinder  a  solution  because  they  simply  what  a  return  to  1963! 

The  Turkish  Cypriot  community  has  always  been  willing  to  accommodate  and  live 
in  peace  with  their  Cypriot  brethren.    Closer  analysis  should  reveal,  however,  that 
it  is  the  Greek  community,  spurred  on  by  political  motives,  and  ancient  ethnic 
hatred,  that  is  at  the  heart  of  this  impasse. 
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Turkey's  Situation  is  Critical 

Although  many  of  Turkey's  enemies  hope  to  destabilize  the  Republic  of  Turkey, 
they  may  rue  the  day  they  get  what  they  ask  for. 

Islamic  Fundamentalism 

Ever  since  the  establishment  of  the  Republic,  Turkey,  a  secular,  democratic  nation, 
has  insisted  on  separation  of  religion  and  the  state.    Mustafa  Kemal,  the  founding 
father  of  modern  Turkey  knew  the  danger  inherent  in  such  a  combination.   Today, 
the  threat  from  the  Islamic  fundamentalists  is  real,   and  threatens  the  fabric  of 
Turkish  society. 

Sovereignty  of  the  State 

The  threat  to  sovereignty  of  Turkey  by  Kurdish  terrorists,  is  real.    Turkey's  recent 
intervention  across  the  border  into  neighboring  Iraq  must  be  looked  at  in 
perspective.    Consider  troops  of  hispanic  terrorists,  or  organized  drug  dealers,  with 
formal  camps  in  Mexico,  assaulting  citizens  and  towns  in  the  U.S.  southwest.    The 
terrorism  has  continued  for  months  and  years,  and  hundreds  have  been  killed. 
What  would  you  do? 

The  Issue  of  Trust 

Turkey  as  an  ally  continues  to  pay  her  dues. 

Dating  back  to  the  Korean  Campaign,  Turkey  considers  her  participation  to  be  an 
example  of  the  western,  democratic  ally  she  is. 

Turkey's  patience  with  the  Greek  Cypriots  from  1960  to  1974  demonstrated  a 
patience,  and  tolerance,  that  was  eventually  taken  advantage  of.   Turkey  should 
have  been  rewarded  for  saving  the  Turkish  Cypriots  on  Cyprus  in  1974.    However, 
the  Greek  lobby  managed  to  poison  what  was  perceived  by  the  world  community 
as  a  just  and  justified  military  intervention,  into  a  black  chapter  in  U.S.  foreign 
policy,  the  1974  Arms  Embargo. 

The  Gulf  Campaign,  once  gain,  risked  more  for  Turkey  than  many  other  nations. 
Hindsight  analysis  now  questions  the  wisdom  of  Turkey  supporting  the  west, 
against  a  neighbor.   Turkey  has  paid  a  dear  price!    She  has  lost  millions  of  dollars 
in  economic  benefit  because  of  trade  and  oil  transactions  with  Iraq.    Perhaps  more 
costly  is  that  the  Gulf  campaign  unleashed  Kurdish  terrorism  against  the  Republic 
of  Turkey. 
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In  light  of  all  these  historical  events,  Turkey,  instead  of  being  thanked,  continues 
to  be  attacked  by  her  enennies,  and  not  defended  by  her  perceived  friends. 


Conclusion 

in  conclusion,  all  I  ask,  is  that  you  evaluate  the  issues  before  you  honestly  and 
objectively.   This  is  a  difficult  issue,  because  it  is  a  foreign  policy  issue,  where 
populist  politics  creates  pressures  to  handle  relations  with  the  Republic  of  Turkey, 
Greece,  Cyprus,  and  the  Northern  Republic  of  Cyprus,  wrongly. 


1.    Oberling  P:The  Road  to  Bellapais.  The  Turkish  Cypriot 
Exodus  to  Northern  Cyprus.   Columbia  Uriiversity  Press, 
New  York,  1982. 
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Armenian  National  Committee  of  America 

Thank  you  for  the  opportunity  to  offer  testimony  today  on  behalf  of  the  Annenian  National 
Committee  of  America,  the  nation's  oldest  and  largest  Armenian  American  grassroots  political 
organization. 

The  Armenian  American  community  has  concerns  on  a  variety  of  issues  dealing  with  U.S.  foreign 
assistance  policy.  These  concerns  range  from  the  future  of  US  AID  and  our  overall  foreign  aid 
policy,  to  the  assistance  appropriated  to  the  New  Independent  States,  and  in  particular,  the  nature 
and  level  of  assistance  to  Armenia,  Azerbaijan  and  Turkey. 

Support  for  U.S.  Foreign  Assistance  Programs 

The  Armenian  American  community  is  among  the  nation's  strongest  and  most  vocal  advocates  for 
the  use  of  foreign  assistance  to  meet  pressing  humanitarian  needs  and  as  an  effective  diplomatic 
tool  for  the  advancement  of  American  values  and  interests  abroad.  Along  with  the  Jewish 
American  and  Greek  American  communities,  Armenian  Americans  represent  one  of  the  key  voices 
in  the  political  system  who  believe  that  foreign  assistance  represents  among  the  most  effective 
international  investments  we  can  make  as  a  nation.  The  relatively  small  investment  we  make  in 
foreign  assistance  pays  tremendous  dividends  in  terms  of  promoting  regional  stability,  creating 
trading  opportunities,  and  advancing  the  cause  of  democracy  and  human  rights  around  the  world. 

The  ANCA,  along  with  the  other  members  of  the  Freedom  Support  Coalition,  calls  on  the 
Congress  to  continue  to  appropriate  sufficient  levels  of  foreign  assistance  to  stimulate  and 
accelerate  the  movement  to  democracy,  market  economics,  and  human  rights  that  is  taking  place 
in  the  NIS  and  around  the  world.  We  also  support  the  application  of  a  consistent  set  of 
conditions  on  foreign  aid  recipients  regarding  their  commitment  to  democratic  principles, 
economic  reform  and,  above  all,  respect  for  human  rights.  The  United  States  should  not  provide 
aid  to  a  nation,  regardless  of  its  strategic  significance,  which  violates  the  rights  of  its  own  citizens 
or  initiates  aggressive  actions  against  neighboring  states. 

U.S.  Aid  to  Armenia 

The  ANCA  supports  a  hard-earmark  of  at  least  $75  million  for  Armenia  for  fiscal  year  1996  to 
help  offset  the  devastating  effects  of  the  Turkish  and  Azerbaijani  blockades  and  to  help  the 
Armenian  people  overcome  the  many  serious  obstacles  they  face  on  the  road  to  democracy. 

The  blockades  of  Armenia  by  Turkey  and  Azerbaijan  have  caused  severe  shortages  of  basic 
necessities  throughout  Armenia,  stunted  economic  development  and  caused  over  800,000 
Armenians  to  leave  their  homeland  out  of  desperation.  The  mortality  rate  among  the  very  young 
and  the  elderly  has  increased  dramatically  as  Armenians  are  forced  to  endure  winter  after  winter 
without  sufficient  heating  fuel,  electricity,  food  or  medicine. 

Over  the  past  several  years,  the  United  States  has  provided  hundreds  of  millions  of  dollars  in 
humanitarian  assistance  to  meet  desperate  humanitarian  needs  in  Armenia.  USAID,  under  the 
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efifective  leadership  of  Tom  Atwood,  deserves  credit  for  administering  this  assistance  and  for 
reaching  out  to  indigenous  groups  in  Armenia,  such  as  the  Armenian  Relief  Society.  These 
groups  are  working  in  partnership  with  the  U.S.  government  on  humanitarian,  developmental  and 
democracy  building  projects.  The  USAID  effort  in  Armenia,  and  in  particular  the  hard  work  and 
vision  of  Tom  Dine,  are  deeply  appreciated  by  the  people  of  Armenia  and  by  the  Armenian 
American  community. 

The  ANCA  welcomes  the  increased  attention  that  the  State  Department  and  USAID  has  placed 
on  democratic  development  in  Armenia,  following  the  Armenian  President's  December  28th 
decree  banning  the  leading  opposition  party  and  closing  a  dozen  independent  newspapers.  The 
State  Department,  on  January  18th,  described  these  actions  as  "counter  to  established  principles 
of  democracy  and  free  speech."  Since  that  time,  many  human  rights  and  press  freedom 
organizations  have  sharply  criticized  the  Armenian  government's  undemocratic  behavior. 

It  is  clear  from  the  events  of  the  past  three  months  that  democracy  has  suffered  several  serious 
setbacks  in  Armenia.  Unfortunately,  the  current  Armenian  government  hjis,  all  too  often,  sought 
to  silence  dissent  and  limit  freedom  of  expression  in  Armenia.  The  Armenian  American 
community,  which  fought  tirelessly  for  the  freedom  of  their  homeland  for  seven  decades,  is  deeply 
concerned  to  see  the  Armenian  government  adopt  measures  which  limit  liberty,  and  which  draw 
criticism  from  the  international  community.  They  see  the  promise  of  freedom  for  Armenia  being 
threatened  by  political  forces  who,  on  the  eve  of  Parliamentary  elections,  seem  intent  on  using  the 
power  of  the  state  to  perpetuate  their  own  rule.  For  these  reasons,  the  ANCA  believes  that 
USAID  should  initiate  extensive  democratic  development  programs  in  Armenia. 

The  Restriction  on  U.S.  aid  to  Azerbaijan 

As  Members  of  Congress  are  well  aware,  current  law  prohibits  U.S.  assistance  to  Azerbaijan  until 
it  has  ended  its  aggression  and  lifted  its  blockades  against  Armenia  and  Nagomo  Karabagh.  The 
restriction,  which  was  passed  by  Congress  in  October  of  1992  as  section  907  of  the  Freedom 
Support  Act,  enjoys  strong,  bipartisan  support  in  both  houses  of  Congress. 

As  indicated  previously,  the  Azerbaijani  blockade  of  Armenia  and  Nagomo  Karabagh,  coupled 
with  Turkey's  obstruction  of  humanitarian  assistance  to  Armenia,  has  led  to  a  chronic  lack  of 
heating  fiiel,  shortages  of  electricity,  and  severe  shortages  of  food,  fiiel,  medicine  and  other 
desperately  needed  supplies.  To  date,  the  successive  Azerbaijani  leaderships  have  steadfastly 
refrised  to  lift  their  blockade  or  to  abandon  a  military  solution  to  the  conflict  over  Nagomo 
Karabagh.  Any  efforts  to  weaken  or  eliminate  this  restriction,  particularly  during  the  current 
negotiations,  would  be  viewed  in  Baku  as  a  green  light  from  the  U.S.  to  continue  their  aggressive 
policies. 

Unfortunately,  both  the  Bush  and  Clinton  Administrations  have  opposed  the  restriction  on  U.S. 
aid  to  Azerbaijan.  While  both  presidents  have  had  the  authority  to  waive  the  restriction,  they  have 
instead  sought  to  eliminate  the  restriction  by  asking  Congress  to  repeal  the  law.  Both 
Administration's  have  been  met  with  strong  Congressional  and  Armenian  American  community 
support  for  maintaining  the  restriction  until  Azerbaijan  has  lifted  its  blockade  and  eiided  its 
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aggression  against  Armenia  and  Nagomo  Karabagh.  It  should  be  noted  that  the  United  States  has 
provided  tens  of  millions  of  dollars  in  assistance  directly  to  non-governmental  organizations  in 
Azerbaijan.  This  assistance  is  not  prohibited  by  section  907  and  has  not  been  opposed  by  the 
Armenian  American  community. 

The  ANCA  remains  firmly  committed  to  section  907  of  the  Freedom  Support  Act.  The  language 
of  the  prohibition  clearly  states  the  terms  under  which  the  U.S.  can  provide  assistance  to  the 
government  of  Azerbaijan.  When  these  conditions  are  met,  namely  lifting  of  the  blockades  and 
the  cessation  of  aggression,  the  President  can  make  the  necessary  certifications  to  Congress  and 
Azerbaijan  will  be  eligible  for  U.S.  assistance.  The  ANCA  strongly  supports  the  law  restricting 
U.S.  aid  to  Azerbaijan  and  actively  opposes  any  effort,  within  Congress  or  by  the  Administration, 
to  weaken  or  eliminate  this  prohibition. 

Turkey 

The  Armenian  American  community  has  long  held  serious  reservations  about  the  high  levels  of 
U.S.  foreign  assistance  to  Turkey.  For  decades,  Turkey  has  consistently  failed  to  meet  even  basic 
international  standards  for  human  rights  and  humanitarian  practices,  yet  is  has  received  billions  in 
U.S.  aid.  First  and  foremost  among  these  shortcomings,  in  the  eyes  of  the  Armenian  American 
community,  is  Turkey's  blockade  of  U.S.  and  international  humanitarian  assistance  to  Armenia. 
This  blockade,  now  entering  its  third  year,  is  one  of  a  range  of  issues  which  should  lead  Members 
of  Congress  to  initiate  a  carefijU  review  of  our  relationship  with  Turkey,  particularly  in  terms  of 
the  allocation  of  increasingly  scarce  foreign  aid  dollars. 

The  U.S.  Congress  must  seriously  consider  if  it  wants  to  continue  subsidizing  a  nation  which 
obstructs  U.S.  relief  supplies,  systematically  violates  the  human  rights  of  its  own  citizens,  denies 
the  existence  of  15  million  Kurds,  unfairly  restricts  the  rights  of  Christian  communities,  invaded 
and  occupies  portions  of  Cyprus  and  which  recently  invaded  northern  Iraq  with  close  to  40,000 
troops. 

The  inability  of  the  United  States,  which  provides  hundreds  of  millions  of  dollars  to  Turkey  each 
year,  to  lift  the  blockade  on  our  own  humanitarian  aid  to  Armenia,  represents  a  serious  failure  in 
U.S.  policy.  It  is  clear  fi-om  this  example  that  the  rules  by  which  we  designate  recipients  must  be 
reviewed  and  amended  to  ensure  that  any  nation  which  obstructs  U.S.  humanitarian  relief 
programs  should  not  receive  U.S.  assistance.  The  Humanitarian  Aid  Corridor  Act,  which  was 
reintroduced  recently  in  Congress,  does  exactly  this. 

The  ANCA  believes  that  the  Humanitarian  Aid  Corridor  Act  represents  sound  policy  and  will  help 
to  restore  credibility  to  our  foreign  aid  programs.  By  amending  the  rules  of  the  game  in  this 
manner,  we  can  be  sure  that  the  recipients  of  our  foreign  assistance,  at  the  very  least,  do  not  block 
our  own  efforts  to  meeting  pressing  humanitarian  needs  in  other  nations.  We  call  upon  the 
Congress  to  enact  this  legislation  as  soon  as  possible. 

At  the  same  time,  the  United  States  must  also  specifically  address  a  number  of  pressing  issues 
directly  with  the  Turkish  government.  Among  these  are  Turkey's  blockade  of  Armenia,  its 
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worsening  human  rights  situation,  its  treatment  of  the  Kurds,  its  continued  occupation  of  Cyprus, 
and  the  unfair  restrictions  it  places  on  Christian  communities.  These  issues,  and  others,  have 
historically  been  explained  away  by  successive  Administrations  seeking  to  maintain  close  ties  with 
Turkey.  Decades  of  "quiet  diplomacy"  have  not  led  to  any  progress  in  these  areas.  In  faa  the 
situation  is  growing  worse  every  day. 

With  the  end  of  the  Cold  War,  we  can  no  longer  ignore  Turkey's  record  as  among  the  world's 
worst  violators  of  human  rights  or  its  aggression  against  neighboring  states.  The  Turkish  Human 
Rights  Compliance  Act,  which  was  recently  introduced  in  both  houses  of  Congress,  would  link 
Turkey's  behavior  on  these  issues  to  the  level  of  assistance  provided  to  the  Turkish  government. 
For  each  day  that  Turkey  fails  to  meet  these  basic  requirements,  $500,000  in  U.S.  aid  would  be 
withheld.  The  ANCA  fully  endorses  this  legislation  and  calls  on  Members  of  Congress  to  support 
its  passage. 

Finally,  we  call  for  closer  Congressional  oversight  of  the  increasing  number  of  U.S.  military  sales 
and  transfers  to  Turkey.  In  particular,  the  Congress  must  accept  responsibility  for  carefully 
reviewing  the  sale  or  transfer  of  lethal  weaponry  or  force-multipliers.  Special  attention  must  be 
given  to  any  U.S.  military  hardware  which  will  likely  be  used  by  the  Turkish  armed  forces  in 
Cyprus,  against  Kurdish  civilians,  in  the  recent  invasion  of  Iraq,  or  which  will  be  transfered  to 
Azerbaijan  for  use  against  Nagomo  Karabagh.  Two  recent  examples  which  deserved  closer 
Congressional  scrutiny  were  the  proposed  sale  of  CBU-87  cluster  bombs  in  December  of  last 
year,  and  the  the  proposed  transfer  often  KC-I35  in-air  refueling  aircraft  in  June  of  1994. 

Thank  you  for  the  opportunity  to  present  this  testimony  and  to  reaffirm  the  support  of  the 
Armenian  American  community  for  our  nation's  foreign  assistance  program. 
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U.S.  FOREIGN  ASSISTANCE  AND  ECONOMIC  REFORM 

By  Dr.  Richard  L.  Bemal' 

Submitted  to  the 

House  Appropriations  Committee 

Subcommittee  on  Foreign  Operations 

March  30.  1995 

Thank  you  for  providing  this  opportunity  to  submit  testimony  on  the 
Clinton  Administration's  FY  1996  Request  for  Latin  America  and  the 
Caribbean. 

I.         Introduction 

Over  the  years,  the  United  States  and  the  Caribbean  Basin  nations  have 
developed  an  important  economic  partnership,  partly  as  a  result  of  U.S. 
assistance  and  trade  programs.  Since  1980s.  U.S.  foreign  aid  to  the  region  has 
averaged  $200  million.  At  the  same  time.  U.S.  exports  to  the  Caribbean  have 
expanded  by  over  100  percent  and  Caribbean  exports  to  the  United  States  have 
climbed  by  roughly  50  percent.  The  Caribbean  Basin  now  comprises  the  tenth 
largest  market  for  the  United  States,  and  is  one  of  the  few  regions  where  the 
United  States  consistently  posts  a  trade  surplus.  With  combined  trade 
approaching  $25  billion  in  1993.  U.S. /Caribbean  commercial  links  support 
close  to  270,000  jobs  in  the  United  States  and  countless  more  throughout  the 
Caribbean  and  Central  America. 

Jamaica  views  the  United  States  as  an  important  economic  partner  and 
supporter  of  its  development  program.  Indeed,  over  the  past  decade,  Jamaica 
has  been  a  major  recipient  of  U.S.  foreign  aid  to  the  Caribbean  region.  The 
United  States  has  been  an  important  source  of  funding: 

o         facilitating  economic  liberalization  and  private  sector-led  growth; 

o         promoting  institution-building  and  public  sector  efficiency; 

o         supplying  debt  relief; 

o         providing  assistance  to  the  social  sectors  to  cushion  the  effects  of 

economic  adjustment  on  the  poor; 
o         improving  natural  resource  management: 


Dr.  Richard  L.  Bemal  Is  Jamaica's  Ambassador  to  the  United  States  and  Permanent 
Representative  to  the  Organization  of  American  States. 


676 


o         assisting  in  efforts  to  combat  the  international  narcotics  trade;  and 
o         funding  environmental  protection. 

Ultimately.  Jamaica  is  seeking  to  reduce  its  traditional  reliance  on  official 
assistance  and  to  finance  development  through  a  combination  of  domestic  and 
foreign  private  capital  flows.  However,  this  long-term  goal  can  only  be  achieved 
with  continued  United  States  support  for  Jamaica's  comprehensive  economic 
reform  and  development  programs. 

Jamaica  is  acutely  aware  of  the  budgetary  constraints  in  the  United 
States.   Furthermore,  given  the  end  of  the  Cold  War  and  pressing  domestic 
concerns.  Congress  and  the  American  public  opinion  favor  a  reduction  in 
foreign  assistance  programs.  The  Government  of  Jamaica  welcomes  the 
r._focuslng  of  the  U.S.  aid  program  towards  sustainable  development,  with  an 
emphasis  on  entrepreneuried  development,  assistance  to  the  social  sectors  and 
popular  participation  in  the  development  process.  Nevertheless,  while  the 
rationede  for  this  new  approach  is  clearly  understood,  a  reduction  in  assistance 
needs  to  be  a  phased  process  which  is  sensitive  to  Jamaica's  development 
needs.  Sudden  and  drsistic  foreign  aid  cuts  would  adversely  affect  Jamaica's 
structural  transformation  efforts. 

n.        Support  for  Ry9nnmlft  Rftfarm 

During  the  past  few  years,  the  U.S.  has  supported  the  process  of 
economic  reform  and  trade  liberalization  in  Jamaica.  The  government  has 
recently  implemented  a  comprehensive  and  uncompromising  economic  reform 
program  which  has  brought  p>ositive  results  and  which  has  created  private 
sector  led,  market  driven  economic  growth.  Ekionomic  Support  Funds  (ESF) 
have  helped  Jamaicans  make  that  adjustment  by  providing  the  government 
with  budgetary  allotments  to  facilitate  economic  reform.  As  the  economy  has 
expanded,  so  too  has  our  ability  to  import  from  the  United  States,  our  largest 
trading  partner.  Jamaica  currently  imports  70%  of  its  goods  and  services  from 
the  United  States  and  since  1985.  annual  growth  of  U.S.  exports  to  Jammca 
has  averaged  12.3%. 

In  spite  of  this  positive  trade  pattern,  ESF  funds  are  being  eliminated. 
ESF  funds  have  declined  from  $26  million  in  FY  1987  to  $2  million  in  FY  1993. 
For  the  third  year  in  a  row.  no  E^SF  funds  are  projected  for  FY  1996.  The 
phasing  out  of  ESF  directly  affects  economic  growth  and  consequently,  the 
capacity  to  import  from  the  United  States.  Fewer  imports  from  the  United 
States  mean  that  U.S.  jobs  that  are  directly  linked  to  trade  with  Jamaica  will  be 
jeopzirdized. 

Development  Assistance  (DA)  -  the  FY  1996  request  puts  Jamaica  on 
par  with  FY  1992  levels  —  has  also  played  an  important  role  in  sustaining 
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Jamaica's  economic  growth  and  reform  programs.  DA  has  helped  Jamaica 
undertake  critical  social  programmes  in  areas  such  as  education  and  public 
health.  Jamaica  has  collaborated  with  USAID  to  improve  financial 
management  in  the  Ministry  of  Health,  to  establish  better  and  more  widely 
understood  family  planning  practices,  and  to  prevent  the  transmission  of  AIDS 
and  other  deadly  diseases.  U.S.  funding  has  also  contributed  to  the 
construction  of  low-cost  housing  and  provided  low-income  families  with  access 
to  potable  water. 

Food  aid  to  Jamaica  through  the  PL480  program  has  been  a  tremendous 
success,  benefitting  vulnerable  and  disadvantaged  groups.  Since  the  1970s, 
Jamaica  has  graduated  firom  the  Title  U  grant  program  and  now  receives  a 
combination  of  Title  I  (the  soft  loan  program)  and  GSM,  the  credit  guarantee 
program  administered  by  USDA  and  guaranteed  by  the  Commodity  Credit 
Corporation. 

m.      Debt  Relief 

Jamaica  continues  to  face  heavy  debt  service  obligations,  owed  primarily 
to  bilateral  donors  such  as  the  United  States.  Recently,  the  United  States,  has 
made  valuable  concessions  which  have  provided  important  debt  relief  to 
support  reform  efforts.  This  debt  relief  frees  scarce  foreign  exchange  resources 
for  crucial  imports  and  reduced  debt  servicing  helps  to  lower  fiscal 
expenditure.  The  program  has  also  channeled  local  currency  debt  repajnments 
into  environmental  management  funds,  building  a  sustainable  environmental 
framework  for  development.  Debt  relief  has  contributed  to  Jamaica's  growth.  It 
is  one  of  the  few  developing  countries  to  reduce  its  stock  of  external  debt  and 
debt  servicing.   Debt  stock  currently  totals  $3.7  billion,  down  from  $4.6  billion 
in  1990. 

Nevertheless,  debt  service  obligations  remain  high  and  currently  absorb 
approximately  49  percent  of  the  Government's  annual  budget.   By  comparison, 
in  the  United  States,  where  public  debate  has  highlighted  the  burden  of  the 
U.S.  Government  budget  deficit,  debt  service  is  14  percent.  As  Jamaica 
allocates  funds  for  debt  servicing,  it  is  unable  to  pursue  other  on-going 
development  priorities.   In  this  regard,  Jamaica  welcomes  the  inclusion  of  new 
debt  reduction  mechanisms  in  the  President's  FY  1996  budget  and  is  ready  to 
explore  strategies  to  further  reduce  Jamaica's  debt  burden  while  providing  the 
mechanisms  to  sustain  the  mutual  development  efforts  of  both  Jamaica  and 
the  United  States. 
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IV.  Coiiwtftr-Nnrcotics  Support 

The  Jamaican  government  is  irrevocably  committed  to  maintaining  a 
comprehensive  anti-drug  campaign  based  upon  a  two-pronged  approach, 
focusing  both  on  supply  and  demand  reduction.  To  curtail  the  supply  of  drugs, 
the  government  engages  in  a  campaign  to  eradicate  marijuana  growing  in  the 
remote  mountainous  regions  of  the  country.  The  U.S.  has  made  an  important 
contribution  by  providing  helicopters  to  transport  Jamaican  Defense  Force 
units  to  the  remote  sites,  as  well  as  training.  Already  Jamaica  has  succeeded 
in  reducing  production  by  nearly  75  percent  since  1990.  Jamaica  has  also 
recently  passed  legislation  on  asset  forfeiture,  and  is  working  on  bills  regarding 
money  laundering  and  implementation  of  a  Mutual  Legal  Assistance  Treaty 
(MLAT)  with  the  United  States. 

Jamaica  also  recognizes  that  without  a  demand  for  the  illegal  drugs, 
there  would  be  no  industry.  To  stem  demand  for  drugs  in  Jamaica,  critically 
acclaimed  programs  are  being  funded  that  focus  on  rehabilitating  former  drug 
addicts  and  on  providing  drug  education  to  vulnerable  groups.  These  supply 
and  demand-related  programs  place  considerable  pressure  on  the  Jamaican 
government's  budget,  particularly  at  a  time  when  there  is  considerable  effort  to 
improve  other  social  programs  while  curtailing  the  growth  of  fiscal  expenditure. 
With  continued  U.S.  assistance.  Jamaica  can  maintain  its  aggressive  efforts, 
both  to  stop  the  harmful  flow  of  drugs  into  the  United  States  and  to  provide 
viable  alternatives  for  Jamaiccins  to  induce  them  out  of  illegal  narcotics 
activities. 

While  we  understand  the  U.S.  domestic  debate  regsirding  counter- 
narcotics  assistance,  our  fear  is  that  reduced  counter-narcotics  funding  may  be 
interpreted  as  a  signal  to  international  drug  cartels  that  Jamaica  has  a  reduced 
capability  to  effectively  engage  in  international  narcotics  interdiction. 
Similarly,  such  reductions  would  put  additloncd  financial  burdens  on  the 
JEunaican  Government  at  a  time  when  it  is  undertaking  crucial  economic 
reforms.    U.S.  assistance  sustains  an  important  partnership  in  the  effort  to 
combat  international  narcotics  trafficking. 

V.  Multilateral  Investment  Fnw^ 

Jamaica  was  the  first  country  to  participate  in  the  Multilateral 
Investment  Fund  (MIF).  The  $1.5  billion  development  facility  will  be  used  to 
support  microenterprise  development,  training  and  strengthen  private  sector 
activities.  In  fact,  the  first  MIF  project  provided  $1.8  million  to  support  the 
establishment  of  an  Employee  Share  Ownership  Plan  (ESOP)  \o  expand  the 
participation  of  the  Jamaica's  labor  unions.  Additional  projects  in  Jamaica 
have  included: 
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o         $1 .27  million  to  establish  an  Office  of  Utilities  Regulation 

o         $3.5  million  to  fund  a  human  capital  development  pilot  project  —  a 

novel  collaboration  between  organized  labor  and  employers  to 

expand  private  sector  capacity  to  retrain  displaced  workers  and 

Improve  labor  market  exchange  mechanisms, 
o         $1 .9  million  for  institutional  strengthening  of  the  Jamaican 

Cooperative  Credit  Union  League, 
o         $1  million  for  computer- aid  technology  and  training  in  rural 

Jamaica  —  an  extension  of  a  private  sector  initiative. 

TTie  United  States'  leadership  in  this  Fund  has  played  an  important  role 
in  guaranteeing  matching  contributions  from  other  donor  governments, 
including  the  Japanese,  thereby  ensuring  the  success  of  this  program.  The 
Government  of  Jamaica  supports  the  President's  commitment  to  request  $100 
million  for  the  FY  1996  contribution  to  the  MIF,  reflecting  both  the  original  U.S. 
subscription,  as  well  as  the  annual  Congressional  authorization,  to  this 
important  fund. 

VI.      The  Increasing  Importance  of  Trade 

In  the  context  of  the  foreign  aid  debate,  Congress  should  also  give  due 
consideration  to  the  strengthening  of  our  mutually  beneficial  trading 
partnership.   In  the  long  term,  as  foreign  aid  is  phased  out,  it  can  only  be 
replaced  by  a  sound,  and  commercially  viable,  trade  and  investment 
relationship.  Jamaica  has  long  recognized  the  importance  of  such  a 
relationship  with  the  United  States.   Bilateral  trade  flows  have  expanded  by 
more  than  10  percent  a  year  since  the  mid-1980's.   Moreover,  US  investors 
play  an  active  role  in  Jamsuca's  growing  private  sector. 

The  Caribbean  Basin  Initiative  (CBI)  has  formed  an  important  basis  for 
the  US/Jamaican  and  US/Caribbean  partnership  to  flourish.   Legislation  — 
known  as  the  Caribbean  Basin  Trade  Security  Act  (HR.  553/S.  529)  is 
currently  before  Congress  that  will  strengthen  this  CBI  framework  to  help  CBI 
countries  cope  with  trade  and  investment  diversion  from  Mexico  under  the 
NAFTA.   Moreover,  Jamaica  is  ready  and  committed  to  further  cementing  that 
partnership  by  acceding  to  a  free  trade  agreement  with  the  United  States. 
Indeed,  in  the  past  year  alone,  Jamaica  and  the  United  States  have  taken  steps 
in  that  direction  by  signing  a  Bilateral  Investment  Treaty  (BIT)  and  an 
Intellectual  Property  Rights  (IPR)  agreement.  Jamaica  has  also  led  the 
Caribbean  in  negotiating  tough  textile  anti-circumvention  language  with  the 
United  States. 
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vn.     Conclusion 

While  Jamaica  moves  towards  a  reliance  on  private  capital  for 
development,  there  continues  to  be  a  valid  role  for  U.S.  aid  flows.  This  is 
particularly  the  case  as  the  government  maintains  fiscal  discipline  as  part  of  an 
economic  reform  program. 

In  this  context.  U.S.  assistance  is  making  an  important  contribution  to 
Jamaica's  development.  USAID  -  Jamaica  has  been  particularly  effective  at  the 
grassroots  level,  funding  programs  which  seek  to  incoqjorate  the  poor  into  the 
economic  growth  process.  This  is  crucial  for  sustainable  development,  which 
in  turn  will  further  stimulate  trade  and  investment  with  the  United  States. 

The  U.S.  foreign  assistance  program  in  Jamaica,  should  be  viewed  as  an 
investment  in  the  economic  well-being  of  the  United  States,  not  as  outflows  of 
money.  The  mutual  benefits  of  foreign  assistance  are  well-docimiented  emd 
need  to  be  recognized  in  order  to  forestall  any  further  cuts  in  aid  programs.  If 
aid  must  be  reduced,  it  must  be  done  in  a  phased  and  orderly  manner.  One 
way  to  ensure  this  is  through  the  creation  of  a  Development  Fund  for  Latin 
America  and  the  Caribbean,  which  can  ofifset  aid  cuts  while  providing  a 
comprehensive  policy  vehicle  for  future  assistance.  Strengthening  our  common 
economic  relationship  will  provide  an  additional  fi-amework  through  which  aid 
flows  can  be  replaced  by  advantageous  commercial  linkages. 
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Table  1 


U.S./CBI  Trade  Statistics  (1985 
(Millions  of  U.S.  Dollars) 


1994) 


Annual 

U.S. 

U.S. 

Export 

Trade 

Year 

Imports 

Exports 

Growth 

Balance 

1985 

6687 

5942 

— 

-745 

1986 

6065 

6362 

7.1% 

297 

1987 

6039 

6906 

8.6% 

867 

1988 

6061 

7690 

11.4% 

1629 

1989 

6637 

8290 

7.8% 

1653 

1990 

7525 

9569 

15.4% 

2044 

1991 

8372 

10013 

4.6% 

1641 

1992 

9627 

11263 

12.5% 

1636 

1993 

10378 

12428 

10.3% 

2050 

1994 

11495 

13441 

8.1% 

1946 

Average  Annual  U.S.  Export  Growth:  9.5% 

Note:    1994  marked  the  9th  straight  year  of  U.S.  trade  surpluses 

Source:         U.S.  Department  of  Commerce 

U.S.  International  Trade  Commission 
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Table  2 

U.S. /Jamaican  Trade  Statistics  (1985  -  1993) 
(MiUions  of  U.S.  Dollars) 


Annual 

U.S. 

U.S. 

Export 

Trade 

Year 

Imports 

Ebqx)rts 

Growth 

Balance 

1985 

267 

404 

__ 

137 

1986 

298 

457 

13.1% 

159 

1987 

394 

601 

31.5% 

207 

1988 

441 

762 

26.8% 

321 

1989 

527 

1006 

32.0% 

479 

1990 

564 

943 

-6.3% 

379 

1991 

576 

963 

2.1% 

387 

1992 

599 

938 

-2.6% 

339 

1993 

720 

1113 

18.7% 

393 

1994 

747 

1066 

-4.2% 

319 

Average  Annual  U.S.  Ejqxjrt  Growth:  12.3% 

Note:  U.S.  trade  surplus  in  1994  is  the  10th  straight  year  of  trade  surpluses. 


Source:         U.S.  Department  of  Commerce 

U.S.  International  Trade  Commission 
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Table  3 

Number  of  U.S.  Workers  Dependent  on 
Trade  with  the  Caribbean  Basin  Nations 


Year 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 


Total 

Number  of 

Number  of 

New  U.S.  Jobs 

U.S.  Workers* 

Created  Per  Year 

118.840 

- 

127.240 

8.400 

138.120 

10.880 

153.800 

15.680 

165.800 

12.000 

191.380 

25.580 

200.260 

8.880 

225.262 

25.002 

248.552 

23.290 

268.814 

20.292 

Average  Annual  Job  Creation:  16.667 


Source: 


U.S.  Department  of  Commerce 

U.S.  International  Trade  Commission 


•  Using  the  figure  that  $1  billion  in  e^qwrts  creates  20.000  U.S.  trade-related  jobs. 
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Table  4 

U.S.  Foreign  Assistance  To  Jamaica  (1985  -  1995) 
MilUons  of  U.S.  Dollars 


Year    ESF     DA 


PL 

480 


MIL 


Peace 

Corps 

Narc  Prog   Total 


1985  81.0 

34.3 

40.1 

7.6 

2.4 

165.6 

1986  58.6 

26.1 

37.6 

8.0 

1.5 

2.6 

134.3 

1987  26.0 

18.1 

39.9 

3.4 

3.3 

2.5 

93.1 

1988  0.5 

39.2 

35.7 

0.3 

1.9 

3.0 

80.7 

1989  12.9 

51.8 

47.1 

3.8 

1.0 

3.0 

119.6 

1990  13.2 

14.0 

44.2 

1.3 

1.0 

2.3 

76.6 

1991  10.0 

17.2 

44.7 

1.9 

1.4 

2.4 

77.6 

1992  15.9 

22.3 

32.6 

3.2 

1.0 

2.1 

77.0 

1993  2.0 

13.7 

30.0 

0.4 

1.3 

2.3 

49.7 

1994  0.0 

8.9 

14.0 

0.5 

0.6 

2.2 

26.2 

1995  0.0 

12.6 

10.0 

0.2 

0.6 

2.2 

25.6 

Note:  1995  levels  equal  15.5  percent  of  1985  levels. 

Note:  PL  480  includes  Titles  I.  II  &  III.  As  of  FY  1993.  Jamaica  had 

graduated  from  the  Title  II  program. 

Note:  Figures  may  not  total  exactly  due  to  rounding.   Figures  for  FY  1995 

are  estimated. 


Source:         USAID,  Obligations  and  Loan  Authorizations  FY  1946  -FY  1992 
Congressional  Presentation,  FY  1995,  FY  1996. 
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17  John  Street  •  New  York,  NY  10038  •  (212)  962-1210 


Tilden  J  LeMelle.  Chairman 
Jennifer  Davis.  Executive  Director 


Testimony  prepared  for  Hearings  of  the  Subcommittee  on  Foreign 
Operations,  Export  Financing  and  Related  Programs.  30  March  1995 
by  Jennifer  Davis,  Executive  Director,  The  Africa  Fund. 


EstabVtshed  by  The  4i 


Committee  on  Ajrica.  1966  •  Confributions  o 
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Testimony  prepared  for  Hearings  of  the  Subconunittee  on  Foreign 
Operations.  Export  Financing  and  Related  Programs.  30  March 
1995  by  Jennifer  Davis,  Executive  Director.  The  Africa  Fund. 

The  Africa  Fund  welcomes  the  review  of  foreign  aid  programs 
being  undertaken  by  this  Committee.  We  recognize  the  importance  of 
subjecting   programs  to  ongoing  scrutiny  and  review,  so  that 
ineffective  or  poorly  performing  programs  can  be  strengthened  or 
shut  down;  Such  hearings  should  also   provide  a  platform  for 
educating   the  American  public  about  the  importance  of  U.S. 
foreign  assistance. 

We  are  concerned,  however  at  the  tenor  of  much  of 
the  language  now  being  used  to  set  the  framework  within  which 
this  review  is  being  conducted  and  are  deeply  disturbed  by   the 
proliferation  of  arguments  against  sustaining  current  programs 
of  assistance  for  Africa. 

*  We  challenge  the  view  espoused  in  recent  testimony  by 
Senator  Mitch  McConnell  that  "national  security  interests  have 
little  relevance  to  the  current  debate  over  Africa." 

*  We  believe  the  U.S.  should  continue  to  provide  assistance  to 
Africa,  directed  toward  long  term  sustainable  development  and 
poverty  alleviation. 

*  We  support  the  earmarking  of  a  set  amount  of  funds  for 
Africa  through  the  Development  Fund  for  Africa. 

The  National  Interest  -  Why   AID  to   Africa  Is  Important. 

Only  blinkered  vision  can  avoid  seeing  the  compelling 
American  stake  in  a  prosperous,  democratic  and  peaceful  Africa, 
or   the  shared  history,  culture,  economic  links  and  social 
aspirations  that  make  up  America's  longstanding  and  far-reaching 
national  interest  in  Africa  and  its  people. 

Mutual    Economic   gronth 

Africa,  today  the  poorest  continent  on  earth,  remains  one  of 
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the  world's  last  great  undeveloped  repositories  o£  natural. 
mineral  and  huaan  resources.  Its  nearly  600  nillion  people   .-.a  .-e 
the  potential  to  beconte  important  trade  and  investauent   partners. 

Even  in  the  short  tera,  U.S.   developaent  aid  creates  new 
economic   activity  ar:C  new  opportunities  for  V.£.  trs-f?  snc 
private   investment. 

Over  the  aedius  terc;,  -J .  £ .  eci.-.c,-ir  =id  zaz-z^z-z    ~-.    ~r^^ 
poor  majority  and  designed  to  roster  internally  sustainable 
development  will  create  new  markets  for  U.S.  goods  and  ser •  - -- 
and  new  jobs  for  U.S.  workers.   Aid  directed  not  at   prop;, 
favored  political  leaders,  but  at  raising  living   standar-:  . 
creating  productive  wealth,  strongly  reinforces  the   competitive 
U.S.  business  advantage  provided  by  historical,   cultural  and 
economic  ties  between  Africa  and  particularly  the   African- 
American  community. 

Emsripenciss    sre    Experts i<je 

In  ari  ever -shr  ink ing,  ever   more  interdependent  %forld, 
where  exchange  rates  in  Mexico  can   stagger  capital  markets  in 
Singapore  and  Hew  York,  the  United  States  cannot  escape  the 
consequences  of  African  poverty   and  the  political  instability  it 
fuels.  Hard  experience  demonstrates  that  development  assistance 
is   cheaper  and  more  cost-effective  than  disaster  relief. 
Somalia  is  a  caise  in  point.  There  the  onset  of   mass  starvation 
spurred  the  United  States  and  other  Western   nations  to  spend 
some  $2  billion  in  two  years  on  military  and   emergency  relief 
operations  —  more  than  5  times  the  total  amount   of  development 
aid  provided  Somalia  in  three  decades. 

Crisis    Prew<=ntion    -    Seizing      Heu    Opporta.r>  i  ties 

There  are   serious  limits  to  the  longer  tere   effectiveness 
of  emergency  responses.  Political  conflicts  and  wars   have 
their  own  dynamic,  but  are  often   rooted  in  the  fundai^ntal 
developnent  challenges  that  Africa  has  faced  for  many  centuries. 
Africans  all  across  the  Continent  are  now   engaged  in   meeting 
theije  chailtrnges,  engaging  in  struggles  to  expand  democracy. 
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devise  new  economic  policies  and  develop  their  countries. 

The  frequently  stated  American  support  for  democracy 
and   human  rights  has  been  warmly  welcomed  in  many  African 
countries.   Dramatic  expansion  of  democratic  rights  in  the  region 
opens  new  doors  for  U.S.  co-operation  with  African  forces  for 
progress . 

In  southern  Africa,  for  example,  democratic  transformations 
have   swept  aside  apartheid  in  South  Africa  and  Namibia,  one- 
party  rule   in  Zambia  and  Malawi,  and  ended  a  decade  of  war  in 
Mozambique.  In   recent  years  13  African  countries  have  embraced 
multi-party   democracy  and  strengthened  human  rights  protections. 
Yet  at  a  time  when  Africans  are  overthrowing  tyrannies  and  facimg 
difficult,   politically  unpopular  economic  choices,  material  US 
support  has   declined  from  a  Reagan-administration  high  of  $1.7 
billion  in   total  US  aid  in  1985  to  $1.2  billion  in  1992.   Now 
Africa  faces  the  elimination  of  the  Development  Fund  For  Africa. 

U.S.  assistance  played  an  important  role  in  enabling  the 
democratic  transitions  in  South  Africa  and  Mozambique.   If  the 
fragile  new   democracies  in  Africa  are  to  survive,  and  if  America 
is  to  keep   faith  with  the  brave  African  men  and  women  who  are 
risking  their  lives  to  bring  democracy  to  their  impoverished 
people  they  must   be  given  the  resources  to  deliver  the  economic 
goods,  or  hope  for  the  future  will  turn  to  bitterness  and 
conf 1 ict . 


Long  term  sustainable  development  driven  by  Africans  will 
ultimately  do  more  to  address  the  root  causes  of  political  and 
social  unrest  on  the  continent  than  any  number  of  United 
Nations  peacekeeping  missions,  international  relief  programs  or 
regional  mediation  efforts.  This  not  to  disparage  such  programs, 
but  simply  to  reiterate  that  a  substantial  mobilization  to 
provide  development  assistance  to  Africa  now  could  pay  handsome 
dividends  in  the  future  in  terms  of  wars  averted.  Africans 
empowered  to  address  natural  disasters  and  ultimately  economic 
potential  unleashed. 
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Ties    That   Bind 

Any  debate  about  U.S.  interests  in  Africa  must  be  based  on 
the  recognition  that  American  involvement  with  Africa  and  African 
people  in  fact  pre-dates  the  United  States  itself.  African  slave 
labor  in  the  Americas  created  the  wealth  that  financed  the 
industrial  revolution  and  laid  the  foundations  for  our  modern 
society.  One  in  eight  U.S.  citizens  today,  some  33  million  people 
are  of  African  ancestry.  The  legacy  of  slavery  and  racism  in  the 
U.S.  can  be  seen  in  the  disproportionate  numbers  of  these   men  and 
women  still  represented  in  the  ranks  of  the  domestic  poor  and 
disenfranchised.  That  history  has  also  bred  a  keen  concern  and 
desire  for  involvement  in  the  African  struggle  for  justice, 
empowerment  and  economic  development   among  many  African- 
Americans,  even  as  they  continue  to  seek  full  empowerment  in  the 
U.S. 

Continuing  Assistance    Supporting  the  Development  Fund  for  Africa 

For  the  reasons  set  out  above  we  believe  that  continued  U.S. 
development  assistance  to  Africa  should  be  a  high  priority  for 
this  Congress.  The  Africa  Fund  also  believes  that  the  Development 
Fund  for  Africa  has  played  an  important  role  in  helping  to  define 
and  shape  assistance  to  Africa  at  a  time  when  federal  budgets  are 
getting  tighter  and  tighter. 

Why  preserve  the  Development  Fund  for  Africa  now? 

Because  it  has  helped  to  shift  the  focus  of  U.S.  assistance 
programs  toward  long  term  sustainable  development.  There  are 
several  substantive  studies  which  have  demonstrated  that  the  DFA 
has  helped  to  shape  aid  priorities  in  the  direction  of 
development  and  sustainabi 1 ity . 

Because  the  existence  of  the  earmark  of  development  funds 
for  Africa  within  the  appropriations  process  provides  Congress 
with  an  opportunity,  each  year  to  set  a  minimum  amount  of  money 
to  be  devoted  to  this  important  process.  U.S.  assistance  to 
Africa   exceeds  the  sums  set  aside  in  the  DFA,  but  the  monies 
that  Congress  appropriates  through  this  important 
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legislative  vehicle  are  devoted  primarily  to  the  kinds  of  long 
term  sustainable  development  that  will  help  Africa  towards 
fundamental  solutions  to  its  problems. 

Large  numbers  of  Americans  support  the  existence  of  the 
Development  Fund  for  Africa  as  do  many   internationally 
recognized  African  leaders.  I  would  like  to  insert 
into  the  Congressional  record  copies  of  a  resolution  in  support 
of  continued  funding  of  the  DFA  endorsed  by  the  International 
Affairs  Committee  of  the  United  States  Conference  of  Mayors,  this 
January.  I  also  attach  a  recent  statement  by  Nobel  Laureate 
Archbishop  Despond  Tutu,  who  has  urged  us  to  continue  working  to 
maintain  assistance  for  Africa's  people. 

Goals  That  Should  Drive  U.S.  Assistance  to  Africa. 

U.S.  assistance  to  Africa  should  be  driven 
by  a  clearly  delineated  set  of  goals   which  include: 

--  contributing  to  the  long  term,  sustainable  development  of 
Af r  ica; 

--  working  in  consultation  with  and  with  respect  for  thie 
priorities  of  the  peoples  of  the  countries  that  are  the  intended 
benef  iciar  ies; 

--  targeting  the  poorer  sectors  of  the  population  in  Africa 
so  that  programs  are  designed  to  achieve  poverty  alleviation, 
while  empowering  communities  to  achieve  sustainable  development; 

--  operating  in  an  open,  transparent  manner  that  allows 
people  in  the  host  countries  to  easily  understand  the  programs, 
priorities  and  recipients  of  U.S.  funding. 

One  Case  History  ~  Assistance  for  South  Africa. 

The  nearly  $600  million  assistance  package  for  South 
Africa  provides  a  valuable  illustration  of  the  central  points  of 
the  arguments  set  out  above. 
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Last  year  President  Bill  Clinton  announced  a  three  year,  trade, 
aid  and  investment  package  to  assist  the  new  South  African 
government  in  building  a  new,  non-racial  democratic  society. 
This  ambitious  package,  involving  ten  federal  agencies,  is 
intended  to  provide  transitional  assistance  to  South  Africa  as  it 
seeks  to  overcome  the  structural  inequalities  that  are  a  legacy  of 
apartheid  and  develop  an  economy  which  may  well  become  an  engine 
for  growth  in  the  entire  region. 

The  largest  component  of  this  package  is  the  approximately  $540 
million  that  the  U.S.  Agency  for  International  Development  is 
providing  through  a  mixture  of  grants  and  loan  guarantees  to 
support  private  sector  development,  jobs  and  infrastructure,  to 
strengthen  democratic  and  political  -institutions  and  to  support 
the  rationalization  of  South  Africa's  education  and  health 
delivery  systems. 

In  Fiscal  Year  1994  USAID  provided  approximately  $212 
million  in  assistance  to  South  Africa,  including  $133  million  in 
development  assistance  through  the  Development  Fund  for  Africa 
and  $79  million  in  loan  guarantees  for  housing  programs  and  small 
business.  For  the  current  fiscal  year  the  program  intends  to 
obligate  approximately  $166  million. 

This  South  Africa  program  is  an  important  model  because 
it  is  not  emergency  relief,  but  is  rather  a  program  designed  to 
assist  in  the  long  term  transition  to  a  sustainable,  prosperous 
and  equitably  developed  South  Africa. 

There  is  an  expectation  that  in  five  or  ten  years  South 
Africa  will  "graduate"  from  the  foreign  assistance  program,  thus 
becoming   an  example  of  a  country  that  we  have   helped  reach  the 
point  where  it  is  no  longer  in  need  of   sustained  U.S.  assistance. 

The  development  of  the  South  African  economy  will  also  have  a 
ripple  effect  throughout  the  region,  spurring  economic  growth  and 
development  from  Mozambique  to  Zambia,  from  Zimbabwe  to  Namibia. 
Direct   U.S.  assistance  to  regional  integration  efforts   is  also 
important   and  I  want  to  indicate  our  support  for  the  regional 
assistance  package  that  has  been  developed  by  the  Clinton 
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administration . 

The  South  African  Program  -  Accomplishments  and  Questions. 

In  the  brief  time  available  I  can  only  highlight  some 
examples  of  successful  projects,  and  point  to   the  problems  which 
have  to  be  overcome  if  assistance  programs  are  to  become 
increasingly  effective. 

The  present  U.S.  assistance  program  for  South  Africa 
illustrates  both  the  importance  of  sustaining  U.S.  assistance  and 
the  continuing  need  for  efforts  to  ensure  that  this  assistance  is 
provided  in  full  consultation  with  the  government  and  others  it 
is  intending  to  benefit,  is  directed  at  the  poorer  sections  of 
the  population  and  contributes  to  long  term,  people  driven 
sustainable  development. 

Nelson  Mandela's  government  has  made  serious  attempts  to 
draw  up  development  plans  based  on  an  assessment  of  the  urgent 
needs  facing  a  population  still  living   with  the  legacy  of 
apartheid.  These  proposals   are  contained  in  the   Reconstruction 
and  Development  Program  and  are  based  on  a  one  year  consultation 
process,  begun  even  before  the  elections,  to  develop  a  national 
consensus  on   key  development  priorities. 

The  Reconstruction  and  Development  Program  aims  to  determine 
priorities  and  set  targets  for   development  in  a  broad  range  of 
social  and  economic  areas,  from  health  and  education,  to  housing, 
trade,  industry  and  employment. 

The  first  U.S.  grant  to   Nelson  Mandela's  new  government  of 
National  Unity  provided  $9  million  to  assist  the  South  African 
Ministry  of  Justice  as  it  embarked  on  the  difficult  task  of 
transforming  the  judicial  system  from  a  central  mechanism  for 
enforcing  apartheid-era  racial  discrimination  to  the  lynch-pin 
of  a  system  designed  to  ensure  the  protection  of  basic  human 
rights  and  the  rule  of  law. 

Although  it  is  too  early  to  assess  this  program  fully,  our 
researcher,  currently  in  South  Africa,  has  found  nearly  universal 
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praise  for  this  program.  U.S.  fundrs  enabled  the  Ministry  of 
Justice  to  move  very  quickly  to  pull  together  the  advocates  and 
attorneys,  the  organizations  representing  black  lawyers,  white 
lawyers,  business  lawyers,  the  universities  and  law  schools,  the 
judges   and  the  human  rights  community,  to  discuss  what  the 
transformation  should  mean  and  to  enlist  their  help  in  this 
important  process.  U.S.     funds  were  used  to  organize  several 
symposiums  and  conferences  out  of  which  consensus  emerged  for 
changes  in  legislation,  in  the  training  of  attorneys  and 
advocates  and  proposals  for  new  structures  to  encourage  the 
development  of  black  lawyers.  The  funds  are  also  enabling 
several  non- gover nmental  organizations  to  assist  the  Ministry  of 
J<ustice  in  follow  up  work  with  these  constituencies. 

This  grant  might  be  cited  as  an  example  of  how  U.S.  funds, 
provided  quickly  after  the  democratic  government  took  over  with  a 
minimum  of  delays  and  constraints,  are  assisting  the  transition 
in  South  Africa. 

Another  much  smaller  U.S.  grant  was  given  to  a  South  African 
technical  assistance  organization  to  help  the  Duncan  Village 
Residents  Association  organize  community  meetings  and  forums  to 
assess  their  collective  needs  and  prepare  a  comprehensive 
development  plan  for  their  township.  Duncan  Village,  in  the 
Eastern  Cape  region  near  the  town  of  East  London,  is  one  of  many 
black  townships  established  by  the  architects  of  apartheid  as 
holding  grounds  for  African  workers  whose  labor  was  needed  in 
the  nearby  cities. 

USAID  provided  a   $200,000  grant  to  assist  in  this  planning 
process,  involving  community  participation  and  technical  experts 
from  the  South  African  organization  CORPLAN .  Much  has  been 
written  about  the  importance  of  "empowering"  local  communities  to 
ensure  "ownership"  of  development  efforts  and  continuing 
involvement  toward  "sus ta i nabl i ty . "   It  is  the  nature  of  efforts 
epitomized  by  this  granLmaking  which  can  transform  these  phrases 
into  realities  on  the  ground. 

The  comprehensive  development  plan  for  Duncan  Village  that 
the  residents  and  COREPLAN  prepared  out  of  this  effort  was  then 
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submitted  to  the  new  government's  central  development  structure 
known  as  the  Reconstruction  and  Development  Ministry.  In  August 
1994  Nelson  Mandela  announced  that  he  had  selected  Duncan 
Village  as  one  of  six  urban  Presidential  "model"  projects  and 
pledged  $40  million  in  government  funds  toward  the  Duncan 
Village  redevelopment  plan. 

Ueaknessss    of    the    U.S.    -    S.A.    Program 

The  RDP  program  is  an  effort  by  South  Africans  to  determine 
their  own  development  priorities  and  make  the  difficult 
decisions  about  what  will  and  will  not  get  funded  in  the  first 
years  of  their  new  democracy.  The  U.S.  interaction  with  the  RDP 
illustrates  one  of  the  serious  weaknesses  of  current  U.S. 
assistance  programs.  U.S.  assistance  programs  in  South  Africa 
are  more  often  initiatives  of  American  aid  personnel  or 
Congressional  mandates  than  they  are  programs  developed  by  South 
Africans  based  on  priorities  determined  by  the  people  they  are 
intended  to  benefit. 

While  the  Dutch  Foreign  Ministry  and  the  European  Union 
appear  to  be   trying  to  work  closely  with  the  new  government's 
Reconstruction  and  Development  Office,  established   to  help 
determine   development  priorities,  the  U.S.  has  in  general 
avoided  working  closely  with  this  important  ministry,  as  far  as 
we  can  determine. 

Although  U.S.  projects  generally  fit  into  the  framework  of  the 
broad  guidelines  of  the  Reconstruction  and  Development  Programs, 
American  officials  have  not  been  willing  as  yet  to  provide  even 
a  small  grant  to  any  one  of  the  22  priority  projects  identified 
by  the  Reconstruction  and  Development  Office. 

U.S.  programs,  in  fact,  have  at  best  a  mixed  record  of 
success  in  working  cooperatively  with  South  Africans  to  develop 
assistance  grants  guided  by  the  priorities  of  the  people  they 
are  intended  to  assist.  While  many  foreign  donors  in  the  past 
have  worked  in  close  collaboration  with  or  in  some  cases  through 
South  African  donor  organizations,  the  U.S.  has   avoided 
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such  mechanisms  --  often  with  the  effect  that  the  American  aid 
program  is  perceived  to  be  separate,  and  aloof  from  other 
assistance  efforts. 

Targeting    the    Poor 

The  Africa  Fund  is  also  concerned  that  U.S.  assistance 
programs  in  the  past  have  often  been  directed  at  supporting  the 
more  urban  and  affluent  sectors  of  the  black  population.  We  would 
continue  to  urge  efforts  to  shift  the  focus  of  U.S.  aid  toward 
programs  that  benefit  the  very  large,  black  majority  population 
who  seek  to  be  economically  active  but  still  live  in  intense 
poverty. 

Several  new  U.S.  programs,  particularly  in  housing,  are 
structured  as  loan  guarantee  programs  directed  at  ensuring  that  banks 
provide  home  mortgage  loans  to  the  black  community.  Because 
of  their  structure  as  loans,  these  programs  are  generally 
directed  at  those  sectors  of  the  population  that  can  reasonably 
be  expected  to  have  good  repayment  rates  --  the  more 
economically  affluent  sectors  of  the  black  population.  The  U.S. 
is  still  developing  another  loan  guarantee  scheme  that  is 
targeted  at  poorer  segments  of  the  black  population,  but  even 
these  programs  are  unlikely  to  reach  the  more  than  50%  of  the 
economically  active  population  that  earns  less  than  R800  a  month. 

Congressional  Mandates 

We  believe  that  Congress  bears  some  responsibility  for  the 
sometimes  erratic  and  confusing  structure  of  U.S.  foreign  aid 
programs  in  Africa.  The  Congressional  mandates  process  often 
inserts  either  in  the  actual  appropriation  legislation,  or  even 
in  the  report,  language  that  requires  USAID  officials  to  direct 
funds  in  very  prescribed  ways.  Sometimes  these  Congressional 
mandates  are  the  result  of   concerns  about  development 
priorities,  but  other  times  members  insert  language  simply 
intending  to  ensure  that  foreign  aid  funds  flow  to  a  favored  non- 
governmental organization  or  to  a  homt-  state  corporation. 


10 


91-146  0—95 


696 


Africa  provides   various   examples  of  Congressional  mandates 
that  have  r epr ior it ized  assistance  programs  in  directions  that 
are  not  primarily  of  benefit  to  Africa.  For  instance,  U.S.  family 
planning  programs  in  Africa  are  now  required  to  purchase  condoms 
at  three  times  the  world  market  price  from  one  U.S.  manufacturer. 
Why  should  this  program  not  be  opened  up  to  competitive  bidding 
on  the  world  market?        U.S.  PL  480  food  export  programs  have 
provided  another  illustration  of  this  phenomena.  When  famine 
struck  Mozambique  a  few  years  ago,  U.S.  grain  exports  were  rushed 
to  the  country  and  helped  prevent  literally  hundreds  of  thousands 
of  people  from  dying  of  starvation.  Yet  the  structure  of  these 
programs  requires  that  they  be  based  on  U.S.  grain  exports, 
rather  than  buying  surplus  food  from  neighboring  African 
countries.  While  these  programs  are  obviously  of  great  interest 
to  American  farmers,  they  do  nothing  to  break  the  cycle  of 
poverty  famine  and  relief  in  Africa  because  they  do  not  encourage 
African  providers  to  grow 

export  crops  thiat  can  be  used  by  their  neighbors  in  times  of 
crisis . 

There  is  a  tendency  in  Congress  and   government  to 
view  foreign  aid  at  least  as  much  as  an  assistance  program  for 
American  companies  and  organizations  as  it  is  assistance  for  the 
countries  that  receive  the  aid.  This  is  shortsighted  action,  not 
consonant  with   long  term  enlightened  U.S.  self  interest. 
Vital  U.S.  national  interests  are  best  guaranteed  by  long  term 
sustainable  development  driven  by  Africans  themselves. 

In  a  similar  vein  we  would  caution   against  the  tendency  to 
provide  U.S.  assistance  to  Africa  through  U.S.  organizations, 
particularly  in  instances  when  competent,  well  developed  African 
organizations  already  exist.  For  instance,  of  the  $133  million 
provided  to  South  Africa  in  Fiscal  Year  1994  out  of  the 
Development  Fund  for  Africa,  USAID  reports  that  47%  went  to  U.S. 
organizations  to  administer  programs  in  South  Africa. 

We  would  conclude  by  urging  the  Committee  to  accept  these 
criticisms  in  the  spirit  in  which  they  are  offered:   We  are  not 
seeking,  by  criticizing  U.S.  assistance  programs  to  support  those 
who  would  eliminate  them.   We  believe  such  programs   are  an 
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important  arm  of  U.S.  foriegn  policy,  and  can  achieve  important 
benefits  for  the  people  of  the  U.S.   by  achieving  maximum 
benefits  for  the  people  of  Africa.  It  is  in  this  spirit  that  we 
offer  some  comments  aimed  at   achieving   the  continuation  of  the 
Development   Fund  for  Africa  and  the  strengthening  of  Africa 
assistance  programs  in  general. 
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THE  UNITED  STATES  CONFERENCE  OF  MAYORS 

1620  FlT  STREET.  NOjmTJTEST 

WASHINGTON.  DC  20006 

TELEPHONE  (202)  293  7330 

FAX  (202)  293  2352 

SUPPORT  FOR  SOUTH  AFRICA 

a  resolution 

passed 

by  The  United  States  Conference  of  Mayors  International 

Affairs  Committee 

at  the  Winter  Meeting,  January  1995 


\MI£R£AS,  the  old  economic  order— apartheid,  colonialism,  and 
slavery— helped  devastate  Africa,  leaving  it  the  poorest  of 
continents; 

WHEREAS,  Congress  created  the  Development  Fund  for  Africa  more 
than  a  decade  ago  to  protect  badly  needed  development  aid  to 
Africa; 

WHEREAS,  Congress  earmarked  S802  million  for  the  Development 
Fund  for  Africa; 

WHEREAS,  African  countries  desperately  need  foreign  aid  to  build 
schools  and  roads,  purif>  drinking  water,  pay  for  immunization 
medicines  and  fight  childhood  diseases; 

WHEREAS,  Congress  is  debating  destrojing  the  safety  net  which 
secures  sur\ival  li\'ing  standards  in  the  United  States,  thereby 
forcing  states  and  cities  to  assume  the  burden; 

NOW ,  THEREFORE  BE  IT  RESOLVED,  THAT  the  U.  S.  Conference 
of  Mayors  urges  Congress  to  fulfill  its  responsibility  in  the  United 
States  by  ensuing  public  and  private  investment  in  producti>ity- 
enbancing  training  and  education  for  the  disadvantaged;  and 
call  upon  Congress  to  help  Africa  achieve  sustainable 
development  for  Africa  by  maintaining  the  Development  Fund 
for  Africa  at  its  current  level. 


699 


FaCM  -HE  ANGUCAN  ARCHBISHOP  OF  CAPE  "^OWN 
~7e  Meat  =leve«rc  lesmorni  M.  -utu.  0  0.  F  X.C. 

EM-  '02':   -ST.*133 


:2  March  '.995 


T^F  Of^VTT-DPVrFN'"  F-;ND  =0R   AFRICA 


Amca  15  -u  clanger  of  being  forgcnen.  .^  ennre  continent,  dczeas  of  :3untr:es  ami 
miilioas  ijf  people.  Foreatren  as  :f  'Jey  richer  were,  as  if  "ixri  ^tl  act  e.\:5L.  How  is  it 
possible  -jO  overlook  so  nnica  of  God's  wonderfui  vZ^anon?  His  ;ai]drea.  woo  arc  oar 
brothers  ana  nster;  in  the  worid'i  r^iniiy.  Gvxl's  family. 

As  our  brother;  and  sisters  we  do  have  a  rssponsibiiir''  to  chem.  .A  respoosibiiily  ro  care 
and  to  share  -^iiar  God  has  'blessed  us  -wii  in  such  grsai  abundance.  '*'»  tsjc  so  auch 
tor  grantee  -  clean  nmning  water  at  ie  touc*!  of  a  ".an.  roads.  Tanspor:.  schoois  and 
health  ser/ices.  ^"here  resources  are  few  ^zcmpeation  :cr  ±em  leads  as  soaai 
disruooon.  Govemmcnts  are  ail  u^c  icesn  :o  se;l  arms  ana  'veaccns  or  liestrjcuon  which 
farther  disintegrate  scticacs.  I  :ail  on  /ou  :o  leip  re"/crse  'ie  rend.  To  3ajce  a 
posmve  cxnurrbunon  to  heic  ±e  people  of  .Afnca  stand  on  aierr  feet.  Protest  against  the 
distnounon  or  weapons  ana  put  me  tools  of  peace  into  the  eager  lands  <ii  ±c  .hiidren 
of  .Africa  tfarousfa  the  Devdoomem  Fund  for  Apica. 

r  ask  for  ;.our  support  and  espec:ail>  your  prayers.  There  is  a  prayer  for  Africa  used 
regularly  in  most  of  our  churches: 

God  biesz  Afncc. 
Guard  her  zhiidren. 
Guide  'ter  .eaderz 
And  gi^/e  her  P:cce. 


Thank  you  tot  sharing  in  tlus  witb  as. 


God  bless  yea 
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^mertcatt  '^thnntst  '^tnQixt 


LOS  ANGELSr^E^SMWfTrf^WWTED   TO   THE   APPROPRIATION   COMMITTEE 
REGARDING   THE    1996    AID    PROGRAM   TO    LEBANON 

April    5,     1995 


Mr.  Chairman,  Members  of  the  Committee,  my  name  is 
Guita  G.  Houranj.  I  am  a  Vice  President  of  the  American 
Lebanese  League  a  non-profit  educational,  humanitarian  and 
social  organization.  Since  most  of  our  members  and 
supporters  are  Americans  of  Lebanese  descent,  we  have  a 
serious  concern,  an  abiding  interest,  and  an  enduring  bond 
in  the  country  of  Lebanon. 

Consistent  with  our  belief,  as  previously  stated  in 
prior  testimonies  before  your  Committee,  Mr.  Chairman,  the 
American  Lebanese  League  is  convinced  that  appropriation 
issues  should  be  decided  within  a  policy  framework.  It  is 
essential  first  to  establish  a  policy  that  is  logical, 
constructive,  doable,  and  equitable.  A  policy  which  does  not 
fall  below  a  well  defined  standard  of  conduct. 

It  is  the  desire  of  all  the  Lebanese  people  to  have 
their  diversity  acknowledged  and  respected,  their  freedom 
protected,  and  their  social  and  economic  aspirations 
achieved.  It  is  also  their  hope  to  live  in  peace  among 
themselves,  their  neighbors  and  the  world  community. 

However,  efforts  toward  normalizing  the  situation  in 
Lebanon,  and  reconciliation  between  the  Lebanese  will  not 
produce  meaningful  and  lasting  changes  as  long  as  Lebanese 
affairs  are  subject  to  constant  interference  by  foreign 
interests,  as  long  as  the  Lebanese  Government  uses  the 
Lebanese  Army  and  Security  Forces  to  oppress  its  citizens 
(The  U.S.  Department  of  State,  Country  Reports  on  Human 
Rights  1994),  and  as  long  as  the  Government  acts  against  the 
will  of  the  people. 

Under  the  guise  of  "national  security",  the  Lebanese 
Government  has  curtailed  freedom  of  the  press,  freedom  of 
expression,  the  right  of  assembly,  political  freedoms,  the 
rights  and  dignity  of  individuals,  respect  of  Human  Rights 
and  the  rule  of  law. 


1540   FOOTHILL  BLVD..   LA  CANADA,  CA  910U 


TEL:   (818)   790-0724 


FAX:  (818)  790-0730 
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As  noted  in  the  U.S.  Department  of  State,  Country 
Reports  on  Human  Rights,  1994:  "The  human  rights  situation 
continued  to  deteriorate.   Government  abuses  included  the 
arrest  and  detention  of  individuals  and  groups  opposed  to 
government  policies  and  the  presence  of  Syrian  forces. 
There  were  credible  reports  that  Government  forces  tortured 
and  mistreated  prisoners . . .  Army  personnel  beat  detainees 
and  suspended  them  by  their  wrists  for  length  periods." 
Amnesty  International  reported  the  death  during 
interrogation  of  one  young  Lebanese  Christian,  Mr.  Fawzi  Al- 
Razi  . 

In  an  article  published  in  Al-Hayat  newspaper  on  April 
2nd,  Bishop  Bechara  El-Ra'i,  Coordinator  of  the  Synod  for 
Lebanon,  stated  that  "Lebanon  is   becoming  a  military  and 
dictatorial  country.  It  is  no  longer  a  country  of  democracy, 
freedom,  and  human  rights". 

We  are  aware  that  only  within  the  context  of  Israeli- 
Syrian  relations  does  Lebanon  get  due  consideration  from  the 
Clinton  Administration.  But  even  in  these  terms,  we  submit, 
it  is  a  mistake  to  overlook  what  is  going  on  in  Lebanon. 
Syria's  takeover  of  Lebanon  is  one  of  issues  which  most 
clearly  highlights  the  essential  nature  of  the  regime  in 
Damascus.   The  Syrian-backed  campaign  against  free 
institutions  such  as  the  broadcast  media,  free  civil 
societies  such  as  the  Labor  unions,  and  free  political 
opposition  should  be  factored  into  any  analysis  of  prospects 
for  real  peace  in  the  region. 

The  present  U.S.  policy  towards  Lebanon,  however  well- 
intentioned,  is  neither  visionary  nor  logical.   Lebanon's 
traditionally  open  society  appears  to  be  moving  towards  one 
of  repression.   A  continuation  of  this  process,  with  the 
inherent  danger  of  renewed  factional  tensions,  can  only  work 
contrary  to  U.S.  objectives. 

The  United  States'  preoccupation  with  the  peace  process 
has  placed  it  in  the  position  of  turning  a  blind  eye  to 
Syria's  interference  in  Lebanon.  American  policy  is  loathe 
to  take  any  action  or  issue  any  statement  which  may  diminish 
President  Assad's  willingness  to  come  to  the  table.   How  can 
the  resolution  of  one  problem  justify  the  creation  and/or 
perpetuation  of  another?  Under  no  circumstances  should  the 
need  for  peace  between  Israel  and  its  neighbors  be  permitted 
to  obscure,  and  worse,  justify  the  abandonment  of  basic 
human  rights  and  civil  liberties  in  Lebanon. 
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We    feel    that   economic   and  military   assistance    to   any 
governmental    institution  must   be   contingent    upon   good 
governance    represented    in   openness,    the   rule   of    law,    and 
respect    for   human   rights   and   civil    liberties. 

Regardless   of   how   important   the    IMET  program   is   and   how 
minimal    the   allocation,    and  because   the   Lebanese   Government 
is   using   the   Army   and   the   Security   Forces   to   oppress    its   own 
people,    we   respectfully   request    the   U.S.    cessation  of    this 
program    for   Lebanon   as   a   token  of    its   dismay   and   refusal    to 
such   use   of    the   Array. 

We   would   like    to   take    this   opportunity   to   thank   the 
U.S.    for    its   appropriation   to   DA  and   ESF   through   the  Non- 
Governmental    Organizations. 

Thank   you   Mr.    Chairman. 


*    The   American   Lebanese   League    is   a   nationwide,    non-profit   organization 
founded   by  American   citizens    in   1976    to  promote   United   States -Lebanon 
relations   and  to   foster   the   sovereignty,    security,    democracy, 
independence   and  unity  of   Lebanon  within   the   bound   of    the   United  States 
national    interest.    We   are  not   a   lobbying  organization,    but  an 
educational,    humanitarian   and  social   organization   with  a   broad  national 
membership  base   representing    the   philosophy   and   ideals   of    1.5   million 
Americans   of   Lebanese  descent . 
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Testimony  of  Linn  ^nilianu 

Vice  President  and  Counsel 

Mission  Energy  Company 

Submitted  to  the 

House  impropriations  Subcommittee  on  Foreign  Operations 

Export  Financing,  and  Related  Programs 

March  30,  1995 

Thank  you  for  providing  me  this  opportunity  to  submit  testimony  on  the 
importance  of  US  export  finance  programs  in  the  development  of  our  overseas 
activities. 

A.  Mission  Energy 

Mission  Energy  is  a  California-based  energy  firm  which  develops  power 
generation  and  transmission  plants  throughout  the  United  States  and  around 
the  world.    In  Its  combined  international  operations.  Mission  directly  employs 
690  people  in  eight  US  states  and  four  countries,  and  is  involved  in  power 
plant  projects  with  a  total  generating  capacity  of  nearly  4500  MW  of  power. 

Additional  projects  on  which  we  are  currently  working  have  a  total  generating 
capacity  of  2590  MW.   For  example,  in  the  coming  months,  we  expect  to  begin 
construction  using  GE  and  other  US-manufactured  equipment  on  a  1230  MW 
coal-flred  power  plant  in  Indonesia  —  known  as  the  Paiton  Power  Project  ~ 
through  which  we  will  sell  energy  to  the  Indonesian  state-owned  electricity 
corporation  for  the  next  30  years.  The  total  cost  of  this  project  —  which  is 
expected  to  generate  between  $500  to  $900  million  worth  of  US  exports  —  will 
be  close  to  $2.5  billion.  We  are  also  working  with  Texaco  to  develop  a  300  MW 
power  plant  in  San  Pascual  City  in  The  Philippines.  In  addition,  we  are 
exploring  projects  in  China,  India,  and  Turkey. 

Attached  Is  a  summary  of  the  41  projects  that  are  either  on  line  or  are  under 
active  development. 

B.  Mission's  Overseas  Development  Role 

When  we  undertake  overseas  projects,  we  play  a  role,  not  only  In  designing  and 
building  the  power  generation  facilities,  but  also  in  operating  the  electricity 
distribution  networks  and  in  training  host  country  institutions  on  how  to 
maintain  these  facilities.    In  that  capacity,  we  directly  stimulate  a  variety  of 
exports  of  US  goods  and  services,  ranging  from  power  generation  equipment 
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made  throughout  the  United  States,  including  California  and  Connecticut,  to 
the  technical  expertise  of  American  engineers  from  across  the  country. 

In  addition,  our  projects  set  off  a  series  of  downstream  events  which  also 
stimulate  US  exports  and  investment  throughout  the  developing  world.  The 
development  of  enhanced  power  generating  capabilities  is  often  the  first  step  in 
the  development  of  new  commercial  and  industrial  facilities  in  the  countries 
where  we  operate.  As  our  projects  come  on  line,  new  businesses  and  factories  - 
-  many  funded  with  overseas  capital  —  will  commence  operations  to  take 
advantage  of  new  and  more  reliable  energy  sources.  These  factories  generate 
thousands  of  jobs  and  raise  incomes,  stimulating  economic  development  and 
creating  potential  consumers  of  additional  US  goods  and  services. 

Second,  Mission  is  involved  in  the  development  of  secondary  projects  —  such  as 
schools,  hospitals,  roads,  port  and  rail  facilities,  and  expanded 
communications  —  that  are  necessary  for  the  effective  operation  of  the  primary 
power  project.  These  projects  also  stimulate  economic  development  and  often 
generate  export  opportunities  for  US  firms. 

Third,  In  developing  our  power  projects.  Mission  works  closely  with  the  host 
country  government  to  negotiate  numerous  legal  issues  relating  to  property 
eind  lease  arrangements,  electricity  sales  contracts,  and  agreements  on  profit 
remittances.  Although  we  have  found  that  the  best  country  partners  are  those 
which  have  already  firmly  embraced  the  kind  of  free-market  principles  with 
which  we  are  familiar,  we  often  encounter  government  policies  and  regulations 
that  are  too  restrictive.  In  those  cases,  we  work  with  the  government  to 
liberalize  their  Investment  and  trade  regimes.  Such  policy  changes  benefit  our 
projects  and  future  US  Investors. 

Finally.  Mission  adheres  to  high  labor  and  environmental  standards.  TTirough 
our  voluntary  example,  we  demonstrate  to  foreign  companies  and  governments 
that  economic  development  can  be  profitably  accompanied  by  sound 
environmental  stewardship  and  sensitivity  to  our  employees. 

C.       w*tH«wft#>  on  US  Export  Promotion  Agencies 

Like  other  international  developers  of  large  scale  Infrastructure  projects,  we 
depend  on  contract-based  project  financing  to  cover  the  project  costs.  These 
complex  financial  arrangements  are  almost  Impossible  to  arrange  without  the 
participation  of  US  government  export  credit  agencies.  OPIC  guareintees  and 
insurance  are  a  key  p>ortlon  of  the  financi£d  packages  without  which  we  cannot 
seek  commercial  participation.  Export- Import  (Exim)  Bank  loans  and  loan 
gueirantees  are  also  critical  to  close  financing  gaps  and  to  provide  competitive 
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loans  to  thwart  predatory  financing  from  overseas  competitors.  Finally,  the 
Trade  and  Development  Agency  (TDA)  plays  a  crucial  pre-investment  role  in 
helping  determine  if  projects  are  feasible  and  In  determining  what  US  exports 
can  play  a  part  in  the  project's  development. 

Moreover,  access  to  US  government  financing  is  often  the  key  to  obtaining 
financing  from  commercial  sources  and  other  government  agencies.  In  our 
Palton  power  project  in  Indonesia,  for  example,  we  have  been  able  to  secure 
financing  commitments  from  commercial  banks  as  well  as  from  the  Japan  Ex- 
Im  Bank.  Without  the  financing  commitments  from  the  US  government, 
Mission  would  be  unable  to  secure  the  backing  of  these  other  lenders,  and, 
along  with  a  host  of  supporting  US  equipment  manufacturers,  would  have  been 
effectively  shut  out  of  this  Important  venture. 

D.       Recommendations 

As  the  Subcommittee  determines  funding  levels  and  policies  for  the  coming 
year.  Mission  would  like  to  submit  the  following  recommendations  regarding 
US  export  promotion  agencies. 

1.  Funding  Levels  for  Export  Finance  Agencies  Should  be  Increased. 

In  the  past  several  years,  the  US  Government  —  at  the  instigation  of  the 
US  Congress  —  has  made  a  concerted  effort  to  educate  US  firms  on 
export  opportunities  and  on  the  availability  of  US  export  funding.  In 
addition,  US  financial  Institutions  have  been  encouraged  to  shape  their 
operations  with  the  facilities  of  organizations  like  Exim  Bank  and  OPIC 
in  mind. 

As  a  result,  more  US  firms  are  exploring  new  export  markets.  The  new 
interest  in  international  business  markets  has  put  Increasing  demand  on 
the  services  of  US  Government  finance  agencies  to  facilitate  their  own 
overseas  export  efforts.  If  fiinding  for  these  agencies  does  not  increase, 
these  firms  —  many  of  which  are  new  to  exporting  —  will  lose  valuable 
financial  resources  and  could  be  discouraged  from  export  development 
activities.  This  would  signal  a  tangible  contradiction  in  US  export 
promotion  policy  and  would  also  symbolize  a  withdrawal  of  the  current, 
aggressive  US  support  for  economic  development  through  market  forces. 

2.  USAID  Funding  Should  be  Reallocated  to  Trade  Finance  Agencies 

We  are  aware  of  the  need  to  identify  cuts  in  the  international  affairs 
budgets.  We  believe,  however,  that  such  cuts  could  come  from  other 


706 


accounts,  such  as  those  administered  by  USAID.   In  fact,  by  reallocating 
funds  from  USAID  to  the  trade  finance  agencies,  Congress  could 
effectively  privatize  economic  development,  and  ensure  that  funds  are 
disbursed  according  to  economic  and  commercial  justifications  --to  the 
benefit  of  US  firms  and  employees. 

Export  F<Ti^»«y«'-  T^iiTi<»inf  Should  be  Excluded  from  Mid-Year 
Rescissions  Efforts 

The  funding  cycle  for  large  infrastructure  projects  of  the  kind  undertaken 
by  Mission  can  stretch  over  many  years.  When  we  look  to  financing 
sources  for  our  projects,  we  work  to  assemble  a  financing  package  that 
will  be  stable  and  reliable  over  the  life  of  the  project  cycle.  If,  however, 
Exlm  Bank,  OPIC,  and  TDA  are  targets  of  rescissions  part  way  through 
the  fiscal  year,  those  agencies  lose  credibility  as  stable  flindlng  sources. 

Export  Finance  Agencies  Should  Not  be  Foreign  Policy  Tools 

Export  finance  agencies  play  an  Important  role  in  helping  companies  like 
Mission  Energy  undertake  commercial  activities  in  foreign  countries. 
When  those  agencies  are  prevented  from  doing  business  in  countries  in 
which  the  United  States  enjoys  normal  commercial  relations,  companies 
like  Mission  are  forced  to  operate  at  a  disadvantage  and  the  commercial 
orientation  of  these  agencies  is  compromised. 

OPIC,  for  example,  is  operating  under  the  belief  that  the  "Pressler 
nuclear  non-proliferation"  legislation  (Section  620E  of  the  Foreign 
Assistance  Act  of  1961,  as  amended)  bars  it  from  providing  insurance 
and  guarantees  in  Pakistan.  Yet  several  Cabinet  officials  have  led  US 
trade  missions  to  Pakistan  in  recent  months  to  encourage  them  to 
undertake  investments  and  expand  business  operations  to  strengthen 
US/Pakistani  commercial  relations.  Similarly.  China,  which  remains  a 
country  of  key  focus  for  US  trade  policy,  is  closed  to  the  activities  of  OPIC 
as  well  as  TDA. 
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We  believe  it  Is  Important  to  delink  these  agencies  from  non-commercial 
foreign  policy  considerations.  For  US  companies  to  remain  comp)etItive 
in  these  markets,  and  to  promote  economic  development  through  market 
forces,  they  must  be  able  to  access  these  trade  finance  agencies. 

E.        Summary 

As  a  consumer  of  US  Government  export  finance  programs.  Mission  Energy 
believes  that  OPIC,  TDA,  and  Exim  Bgmk  deserve  the  full  and  enthusiastic 
support  of  the  Congress.  These  agencies  facilitate  export  development  efforts, 
creating  jobs  and  economic  opportunities  in  the  United  States  and  throughout 
the  world.  Because  such  economic  growth  is  stimulated  along  commercial 
lines  —  where  the  government  is  a  less  intrusive  participant  in  the  development 
process  —  it  represents  a  sustainable  approach  to  long  term  economic  progress 
in  mciny  parts  of  Asia,  Latin  America,  and  Afiica. 

Moreover,  they  play  a  crucial  role  in  helping  companies  like  Mission  Energy 
combat  predatory  finance  practices  from  competitor  firms  in  other  countries. 
We  are  confident  that  our  product  and  services  can  compete  against  those 
offered  by  similar  firms  in  other  countries.   But  we  are  not  able  to  match 
foreign  subsidized  competition.  US  export  agencies  help  us  meet  this  challenge 
While  a  long  term  goal  is  to  persuade  foreign  competitors  to  abandon  such 
practices.  US  trade  finsince  agencies  accomplish  an  important  short  term  goal 
by  preserving  US  market  opportunities  and  stimulating  valuable  export- 
oriented  jobs  throughout  the  United  States. 

To  make  these  agencies  most  effective.  Congress  should  exempt  them  from 
foreign  aid  cuts  and  consider  whether  they  could  actually  serve  as  a  vehicle 
through  which  current  foreign  aid  dollars  could  be  more  efficiently  disbursed  — 
to  the  benefit  of  US  economic  and  commercial  objectives.  In  the  same  vein. 
Congress  should  ensure  that  the  operations  of  these  agencies  be  responsive  to 
commercial  considerations,  and  not  be  shackled  by  changing  foreign  policy 
restraints. 

Strengthening  these  agencies  to  support  US  firms  overseas  will  directly  supjwrt 
US  economic  growth,  employment  creation,  and  the  development  of  a  more 
active  US  export  sector. 
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TESTIMONY  OF  GEOFFREY  S.  BARNARD 

VICE  PRESIDENT  AND  EXECUTIVE  DIRECTOR, 

LATIN  AMERICA  AND  CARIBBEAN  DIVISION  OF 

THE  NATURE  CONSERVANCY 

BEFORE  THE  HOUSE  APPROPRIATIONS  SUBCOMMITTEE  ON 

FOREIGN  OPERATIONS,  EXPORT  FINANCING 

AND  RELATED  PROGRAMS 

APRIL  7,  1995 


Mr.  Chairman,  members  of  the  Subcommittee,  my  name  is  Geoffrey  Barnard  and  I 
am  Vice  President  and  Executive  Director  of  the  Latin  America  and  Caribbean  Division  of 
The  Nature  Conservancy  (TNC).   I  want  to  thank  you  for  the  opportunity  to  submit  written 
testimony  on  foreign  assistance  appropriations  for  Fiscal  Year  1996.    I  would  like  to  assert 
my  organization's  strong  support  for  continued  funding  for  Parks  in  Peril  (PiP),  a  key 
component  of  the  U.S.  Agency  for  International  Development's  (USAID)  important 
biological  diversity  protection  program.    Parks  in  Peril  is  a  small  program  within  this 
Subcommittee's  budget  which  has  been  extremely  effective  in  addressing  the  decline  of 
biodiversity  in  this  hemisphere,  while  promoting  private  enterprise  and  democracy  in 
developing  countries.    PiP  delivers  cost-effective,  innovative  solutions  and  measurable  results 
to  a  priority  issue  of  U.S.  foreign  policy  -  the  global  environment.    It  has  also  been  a 
catalyst  in  leveraging  private  dollars  —  my  organization  alone  has  contributed  $3.25  million 
to  date,  matching  more  than  $  1  for  every  $4  appropriated  for  this  program  since  its 
inception. 

The  Nature  Conservancy  is  an  international  non-profit  land  conservation  organization 
dedicated  to  the  preservation  of  natural  diversity  through  the  protection  of  threatened  species 
and  ecosystems.    Our  membership  consists  of  more  than  800,000  individuals  and  1 ,400 
corporate  associates.    TNC's  approach  in  the  U.S.,  based  on  many  years  of  hands-on 
conservation  experience,  is  to  protect  large,  landscape-scale  areas  which  sustain  the  natural 
processes  that  support  biological  diversity.    Over  the  past  forty  years,  the  Conservancy  has 
helped  to  protect  more  than  8.8  million  acres  in  this  country,  both  alone  and  through 
partnerships  with  communities  and  local,  state,  and  federal  government. 

As  more  than  ninety  percent  of  this  planet's  biological  diversity  is  found  beyond  the 
borders  of  the  United  States,  it  is  imperative  that  we,  as  a  nation,  contribute  to  its  protection. 
The  Nature  Conservancy  launched  its  international  program  in  1981,  and  since  then  has  been 
instrumental  in  the  protection  of  48  million  acres  in  Latin  America  and  the  Caribbean.    For 
the  past  five  years,  we  have  been  working  to  establish  a  program  in  the  Pacific  Islands  as 
well.   We  have  made,  and  will  continue  to  make,  a  strong  commitment  of  private  dollars  to 
this  cause.   We  believe  this  Subcommittee  has  a  critical  role  to  play  as  well. 
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USAID'S  COMMITMENT  TO  BIODIVERSITY  PROTECTION 

The  United  States  Foreign  Assistance  Act  states  that  the  protection  of  tropical  forests 
and  biological  diversity  is  a  U.S.  foreign  policy  priority.  USAID  helps  to  accomplish  this 
goal,  and  its  biodiversity  conservation  program  has  expanded  in  recent  years  in  response  to 
growing  concerns  about  the  environmental  and  human  consequences  of  the  loss  of  forests  in 
developing  countries.  USAID  currently  supports  the  largest  biodiversity  conservation  effort 
of  any  bilateral  donor.  The  Conservancy  applauds  the  commitment  of  the  agency  to  this 
cause. 

Many  of  the  members  of  this  Subcommittee  are  aware  of  the  rapid  acceleration  of 
species  extinction  and  loss  of  biological  diversity  in  Latin  America  and  the  Caribbean.    Each 
year  an  area  of  tropical  habitat  the  size  of  Ohio  is  destroyed  in  Latin  America,  and  one 
species  is  lost  to  extinction  every  hour  of  every  day  there.    Maintaining  these  systems  in  an 
intact  state  directly  benefits  the  citizens  of  the  nations  where  they  exist,  and  is  also  important 
to  the  rest  of  the  world. 

The  people  of  Latin  America  and  the  Caribbean  rely  on  their  region's  natural  systems 
for  a  multitude  of  benefits:   off-shore  reefs  support  healthy  fish  populations  for  fisheries; 
parks  and  natural  areas  attract  tourism  from  around  the  world,  now  one  of  Latin  America's 
largest  industries;  and  forest  cover  keeps  soil  from  eroding  into  waterways  that  provide 
drinking  water,  irrigation,  and  transportation  to  millions  of  people.    Native  Indian 
communities  struggling  to  maintain  their  traditional  cultures  use  tropical  rain  forests  as 
hunting  and  gathering  grounds,  and  particularly  utilize  local  plants  for  a  wide  range  of 
medicinal  purposes. 

The  world  as  a  whole  benefits  from  Latin  America's  biodiversity  in  many  ways.    The 
region's  tropical  forests  absorb  carbon  dioxide  and  therefore  help  moderate  global  climates. 
It  is  estimated  that  over  forty  percent  of  all  pharmaceuticals  are  derived  from  rain  forest 
plants,  and  we  don't  know  what  new  cures  we  may  be  losing  with  each  species  that  goes 
extinct.   Americans  spend  $8  billion  on  these  pharmaceutical  products  annually.   And 
tropical  habitats  are  vital  winter  refuges  for  our  migratory  songbirds  and  birds  of  prey. 

The  destruction  of  natural  ecosystems  in  Latin  America  is  now  widely  viewed  as  a 
major  threat  to  the  social  and  economic  stability  of  the  entire  region.    The  assistance  we  give 
to  conservation  organizations  in  these  countries  helps  them  gain  a  stronger  voice  and 
empowers  them  to  play  an  increased  role  in  influencing  their  national  policies.   The 
development  of  organized,  non-partisan  advocacy  in  these  nations  is  making  a  significant 
contribution  to  the  democratization  of  the  region.   The  conservation  movement  especially  is 
leading  this  move  towards  democracy,  as  thousands  of  people  are  becoming  engaged  in 
influencing  the  environmental  issues  that  affect  their  daily  lives,  such  as  clean  water  and 
healthy  forests. 
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USAID  has  recently  gone  through  significant  reform  and  has  narrowed  its  focus  to 
better  accomplish  its  objectives.    The  agency  is  now  seeking  to  implement  a  strategy  of 
sustainable  development:   economic  growth,  with  environmental  protection  and  improved 
democratic  participation.   We  support  these  goals,  and  believe  Parks  in  Peril  will  help  to 
advance  them. 

PARKS  IN  PERIL 

A.        History  of  the  Program 

In  1989,  USAID  first  funded  one  of  the  most  successful  environmental  programs  in 
the  history  of  the  agency:   Parks  in  Peril.   PiP  was  developed  as  an  emergency  response  to 
the  biodiversity  crisis  described  above,  in  an  effort  to  safeguard  the  most  important  and  most 
imperiled  natural  areas  in  the  hemisphere.   The  program  has  been  embraced  by  USAID,  and 
has  been  widely  supported  by  other  governmental  and  non-governmental  constituencies  in  the 
U.S.,  Latin  America,  and  the  Caribbean. 

Since  FY'89,  USAID  has  expended  a  total  of  $13.0  million  on  this  program.    While 
this  is  a  major  commitment  of  dollars,  on  an  annual  basis  it  makes  up  only  .04  percent  of  the 
entire  foreign  aid  budget.    However,  this  relatively  small  investment  by  the  U.S.  government 
has  stimulated  a  total  match  of  $5.4  million  by  private  organizations  in  the  U.S.,  Latin 
America  and  the  Caribbean.    These  private  dollars  were  generated  by  the  contributions  of 
more  than  20,000  American  citizens,  including  students  at  6,300  schools  participating  in  the 
Adopt-an-Acre  program.    The  Conservancy  strongly  supports  continued  funding  in  FY'96 
for  Parks  in  Peril,  which  is  budgeted  within  the  Regional  Sustainable  Development 
Office  of  USAID's  Latin  American  and  Caribbean  (LAC)  Bureau. 

During  recent  decades,  many  nations  of  Latin  America  and  the  Caribbean  have  taken 
important  steps  to  conserve  their  natural  resources  by  establishing  protected  area  systems  to 
safeguard  critical  watersheds,  coastal  and  marine  ecosystems,  wildlife,  scenic  attractions,  and 
other  areas  of  significance.   Unfortunately,  these  nations'  government  budget  allocations  have 
not  been  sufficient  to  hire  personnel  to  manage  these  areas  and  truly  protect  them  from 
threats.   Therefore,  although  their  boundaries  had  been  legally  decreed,  many  of  these  areas 
had  not  been  surveyed  and  remained  unmanaged  and  unprotected  —  in  effect,  they  were 
"paper  parks."  The  PiP  program  was  designed  to  address  this  very  serious  problem. 

Parks  in  Peril  is  a  public-private  partnership  funded  through  the  USAID.    It  is 
administered  for  the  agency  by  The  Nature  Conservancy  and  its  Latin  American  and 
Caribbean  partners.    The  program  targets  and  then  works  to  protect  the  most  threatened 
national  parks  and  reserves  of  global  biological  significance  in  this  hemisphere.   The  project 
provides  short-term  (generally  three-year)  direct  grants  to  local  non-government  organizations 
(NGOs)  so  that  they  may  assist  local  government  organizations  in  the  establishment  of  a 
permanent  management  presence  in  each  protected  area.    Essential  components  of  all  PiP 
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projects  are  the  creation  of  a  realistic  long-term  management  plan  and  the  identification  of 
long-term  sources  to  fund  recurrent  site  operations. 

A  major  tenet  of  the  PiP  program  is  that  each  park  will  ultimately  "graduate,"  and 
become  a  self-sustaining,  independent  enterprise.    In  order  to  graduate,  a  site  must  meet 
specific  graduation  criteria  in  each  of  four  categories:    1)  minimum  protection  activities  to 
deter  immediate  threats;  2)  long-term  management  planning;  3)  long-term  financing;  and  4) 
development  of  a  supportive  local  constituency.  •  Therefore,  while  US  AID  will  not  divest 
itself  from  PiP  projects  without  ensuring  they  are  ready  to  be  self-sufficient,  the  goal  from 
the  outset  is  to  eliminate  the  need  for  such  an  assistance  program.   To  date,  four  parks  have 
successfully  graduated  from  the  program,  and  by  1999  (the  projected  termination  of  PiP),  all 
thirty-nine  will  have  graduated. 

B.        Program  Goals 

Parks  in  Peril  was  designed  to  achieve  three  important  objectives: 

1.  Build  on-site  protection  and  management  infrastructure  for  the 
hemisphere's  most  imperiled  ecosystems  of  outstanding  ecological 
significance. 

Since  merely  declaring  an  area  "protected"  does  not  guarantee  its 
protection,  the  PiP  program  takes  as  its  starting  point  areas  that  already 
have  some  legal  basis  for  protection  and  builds  on  that  foundation  to 
make  protection  real  and  lasting.   Parks  in  Peril  attempts  to  strengthen 
the  local  institutional  capacity  to  build  infrastructure  and  implement  on- 
the-ground  protection  and  management  of  these  sites. 

2.  Integrate  these  protected  areas  into  the  economic  and  social  lives  of 
the  local  communities  that  surround  them. 

To  succeed,  any  protected  area  must  become  an  integral  part  of  the 
local  economy  and  culture.   Protected  areas  must  be  valued  by  people; 
this  will  only  happen  when  they  receive  tangible  economic  benefits 
from  them.    PiP  provides  support  for  compatible  resource-use 
opportunities  by  promoting  local  and  indigenous  communities'  direct 
participation  in  resource  management  decisions  and  activities  on  the 
sites  and  in  adjacent  buffer  zones. 

3.  Create  long-term  funding  mechanisms  to  sustain  the  local 
management  of  the  Parks  in  Peril  sites. 

The  PiP  approach  is  fundamentally  different  from  one-time  grants  for 
park  protection  because  it  seeks  to  develop  continuous  funding 
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mechanisms  to  ensure  the  viability  of  the  park  over  the  long  term.   The 
program  also  assists  local  NGOs  in  to  develop  diversified  local, 
national,  and  international  funding  mechanisms  such  as  debt-for-nature 
swaps  and  promote  policy  revisions  that  support  protected  areas.   The 
USAID  commitment  to  PiP  has  already  proven  to  be  catalytic  in 
promoting  other  bi-  and  multi-lateral  investments  in  the  conservation  of 
these  sites. 

C.        Program  Accomplishments 

Parks  in  Peril  has  been  very  successful  in  achieving  the  goals  which  were  laid  out  for 
it.    During  the  first  four  and  a  half  years  of  the  project,  the  program  became  firmly 
established  and  experienced  continuous  expansion. 

PiP  is  working  in  twenty-seven  sites  to  achieve  biodiversity  conservation  on 
approximately  18  million  acres  of  land,  and  it  continues  to  grow.    In  all  twenty-seven  sites,  a 
permanent  presence  of  park  personnel  has  been  established.    Over  400  employees,  including 
282  rangers,  now  work  in  these  parks,  and  eighty-two  ranger  stations  have  been  constructed. 

PiP  funding  has  supported  efforts  to:   demarcate  critical  boundaries;  recruit,  train  and 
equip  rangers  and  community  extensionists;  build  protection  infrastructure  and  provide 
transportation  and  communication  technology;  promote  compatible  natural-resource  use  in 
local  communities;  carry  out  baseline  studies  and  biodiversity  monitoring;  and  establish 
sources  of  long-term  financing  for  reserve  operations. 

A  few  recent  examples  of  the  many  PiP  success  stories  include: 

•  Fundacidn  Amigos  de  la  Naturaleza  (FAN),  a  Bolivian  conservation 
organization,  has  performed  so  well  the  government  has  chosen  it  to 
administer  Ambord  National  Park; 

•  Paraguay's  Conservation  Data  Center  (an  inventory  of  the  country's  biological 
resources)  developed  a  proposal  for  twenty-five  new  conservation  areas.   The 
proposal  was  accepted  and  signed  into  law  in  May  1994,  more  than  doubling 
the  area  protected  in  that  country  from  4.9  million  acres  to  11.1  million  acres; 

•  Peru,  with  Global  Environment  Facility  (GEF)  funds,  will  establish  a  $5 
million  endowment  for  its  national  parks.   This,  coupled  with  PiP  activity,  has 
attracted  additional  funding  which  should  enable  PiP  site  Yanachaga-Chemillen 
National  Park  to  graduate  this  year.   The  European  Union  is  completing  plans 
for  a  six-year  project  in  the  Yanesha  Community  Reserve,  which  runs  along 
Yanagacha's  eastern  border;  and 
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PiP  helped  Podocarpus,  an  area  in  western  Ecuador  critical  to  the  cinchona 
(quinine)  tree,  attain  protected  status.   The  major  threat  to  the  area,  however, 
was  that  it  was  still  licensed  for  gold  mining.    After  a  two-year  effort  a  local 
NGO,  Arco  Iris,  was  successful  in  peacefully  relocating  over  800  gold  miners 
to  a  less  sensitive  area.    The  Ecuadoran  government,  the  Ecuadoran  park 
service,  and  local  authorities  helped  identify  alternative  sites. 


CONCLUSION 

Formally  established  in  1990,  the  Parks  in  Peril  program  has  evolved  as  it  has  grown. 
Nearly  at  the  halfway  point  of  a  ten-year  program,  many  lessons  have  been  learned  through 
on-the-ground  implementation  and  are  being  integrated.   The  cornerstone  of  PiP  has  always 
been  site-based  activities,  and  it  will  continue  to  be.   Twelve  additional  sites  will  be  added 
over  the  next  few  years  for  a  total  of  thirty-nine. 

To  date,  US  AID  spending  has  stimulated  $5.4  million  of  private  donations  for  this 
program.    Staff  of  local  NGOs  and  citizens  of  local  communities  have  devoted  thousands  of 
hours  to  make  this  program  the  success  it  has  been  on  the  ground.    Looking  ahead,  it  is 
difficult  to  predict  just  how  much  private  money  will  be  generated  between  now  and  the 
termination  of  the  project  in  1999,  but  it  will  be  substantial.   The  commitment  of  U.S. 
government  dollars  adds  a  great  deal  of  credibility  and  accountability  to  a  project,  and  is  an 
excellent  stimulus  for  private  donations.   This  leverage  of  private  dollars  would  be  lost  if 
funding  for  PiP  were  to  cease. 

We  recognize  that  the  Subcommittee  is  operating  under  extremely  tight  budgetary 
constraints  this  year.    However,  Parks  in  Peril  is  a  relatively  small  program  within  your 
purview  which  is  doing  big  things  in  terms  of  leveraging  private  funds  and  support, 
promoting  democracy  in  the  third  world,  and  protecting  globally  critical  areas  which,  once 
lost,  can  never  be  retrieved.    I  urge  you  to  support  the  Parks  in  Peril  program  in  the  FY'96 
appropriations  process. 


Thank  you  again  for  the  opportunity  to  testify. 
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APPENDIX 


THE  NATURE  CONSERVANCY 

The  mission  of  The  Nature  Conservancy  is  to  preserve  plants,  animals  and  natural 
communities  that  represent  the  diversity  of  life  on  earth  by  protecting  the  lands  and  waters 
they  need  to  survive.   The  Conservancy  was  incorporated  in  1951  in  the  District  of  Columbia 
for  scientific  and  educational  purposes,  and  is  a  nonprofit,  tax-exempt  corporation  under 
Section  501(c)3  of  the  Internal  Revenue  Code.   To  date  the  Conservancy  and  its  800,000 
members  have  been  responsible  for  the  protection  of  more  than  8.8  million  acres  in  the 
United  States  and  Canada.    It  has  helped  like-minded  partner  organizations  to  preserve 
millions  of  acres  in  Latin  America,  the  Caribbean,  the  Pacific  and  Asia.   The  Conservancy 
currently  owns  more  than  1 ,400  preserves  -  the  largest  private  system  of  nature  sanctuaries 
in  the  world. 
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Introduction 

Mr.  Chairman,  I  am  honored  to  testify  before  this  distinguished 
Committee  regarding  the  President's  Fiscal  Year  ("FY")  1996  budget 
request  for  the  Inter-American  Foundation  ("Foundation") .  The 
Foundation's  proposed  budget  of  $31.7  million  would  be  combined 
with  approximately  $7.5  million  in  Social  Progress  Trust  Fund 
("SPTF")  off -budget  resources  for  an  estimated  total  budget  of 
$39.2  million.  This  compares  to  an  FY  1995  appropriated  budget  of 
$30,960  million  and  $6,089  million  in  SPTF  resources  for  a  combined 
total  of  $37,049  million. 

Budget  Request 

$30,594  million  of  the  FY  1996  requested  budget  would  be  used  for 
program  activities.  The  remaining  funds,  $8,605  million,  would  be 
allocated  for  program  support  expenses. 

Program  Overview 

Mr.  Chairman,  I  would  like  to  point  out  that  the  Foundation  is  a 
lean,  cost  effective  model  for  foreign  development  assistance  that 
channels  resources  directly  to  the  grassroots  level  in  Latin 
America  and  the  Caribbean.  The  Foundation  supports  self-help 
activities  that  involve  the  participation  of  poor  people  in 
improving  the  quality  of  their  lives  on  a  sustainable  basis.  The 
Foundation's  programs  promote  self-reliance,  contribute  to  economic 
prosperity  and  democracy  throughout  the  Western  Hemisphere  and  cost 
the  U.S.  taxpayer  less  than  twenty-five  cents  each  per  year. 
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The  Foundation  is  governed  by  a  voluntary  bipartisan  Board  of 
Directors  consisting  of  six  private  and  three  public  sector  members 
that  includes  at  least  one  senior  level  State  Department  official. 
This  gives  the  Foundation  the  benefit  of  the  private  sector's 
entrepreneurial  expertise  while  ensuring  that  its  programs  are 
consistent  with  U.S.  national  interests. 

As  an  independent  executive  agency,  the  Foundation  does  not  channel 
its  resources  through  governments  and  thus  avoids  the  red  tape  and 
bureaucratic  factors  inherent  in  government-to-government  programs. 
This  enables  the  Foundation  to  respond  quickly  to  grassroots 
development  initiatives  based  solely  on  their  merit  and  potential 
to  achieve  goals  set  by  the  people  involved.  Projects  that  do  not 
work  can  be  terminated  based  exclusively  on  programmatic  factors. 

The  Foundation's  mandate  calls  for  it  to  work  with  community-level, 
private-sector  or  non-governmental  organizations  that,  together 
with  an  emphasis  on  self-help  and  participation,  embody  the  belief 
that  average  citizens  have  the  desire,  the  right,  and  the 
capability  to  promote  their  own  welfare  and  prosperity  and  to 
participate  in  decisions  that  affect  their  lives.  Also  implied  in 
the  Foundation's  mandate  and  incorporated  in  its  methodology  is 
promotion  of  the  entrepreneurial  spirit — the  belief  that  people  can 
determine  their  own  destiny,  establish  goals,  take  the  risks,  and 
invest  their  time,  effort,  and  resources  to  achieve  their 
aspirations  for  a  better  life. 


720 


-3- 

In  every  real  sense,  the  Foundation  is  more  than  a  development 
assistance  agency.  It  is  an  expression  of  the  essence  of  the 
values  and  beliefs  upon  which  the  United  States  was  founded  and 
that  remain  alive  and  well  today  not  only  in  the  United  States  but, 
as  the  Foundation  has  confirmed,  in  Latin  America  as  well.  These 
values  promote  citizen  participation,  self-help,  and  the 
entrepreneurial  spirit  which  is  necessary  for  economic 
independence,  individual  freedom,  and  democracy  to  develop  and  be 
sustained. 

The  work  of  the  Foundation — providing  small  matching  grants  for 
people  with  a  good  idea  and  the  willingness  to  invest  their  time, 
effort,  and  resources — create  opportunities  for  the  entrepreneurial 
spirit  to  flourish.  Moreover,  people  from  Latin  America  and  the 
Caribbean  bring  their  plans  to  fruition  through  their  own  efforts. 
This  builds  dignity  and  a  sense  of  self-worth  that  are  basic  human 
needs  for  all  of  us.  The  results  are  frequently  impressive.  A 
good  example  of  the  impact  of  a  small  amount  of  seed  capital  and  of 
entrepreneurship  is  an  irrigation  project  in  the  Chimborazo 
Province  of  Ecuador.  An  association  of  eight  farming  communities 
received  a  $36,000  grant  to  hand-build  an  irrigation  system  that 
involved  50  kilometers  of  canals  plus  feeder  ditches.  Each  of  the 
500  families  donated  700  days  of  free  labor  to  the  project  over  a 
three-year  period.  Based  on  the  local  daily  rate  of  pay,  this 
labor  has  a  value  of  $1,575,000,  or  40  times  the  value  of  the  lAF 
grant.    This   is   just  one  of  many  examples  that  prove  the 
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ef f ectiveness  and  impact  of  the  lAF's  approach. 

Today,  24  years  since  the  Foundation  set  out  to  apply  its  mandate, 
self-help  initiatives  and  non-governmental  organizations  are  being 
recognized  by  governments  and  the  international  community  as  an 
essential  ingredient  of  sustainable  development,  stable  democratic 
civil  societies,  and  economic  prosperity.  Now,  the  Foundation  has 
shifted  its  focus  to  helping  these  non-governmental  organizations 
work  together  with  private  business  and  local  governments  to 
mobilize  and  channel  resources  to  grassroots  development  programs. 
The  Foundation  has  found  that  private  business  sector  resources  can 
be  leveraged  to  support  the  grassroots  development  activities  of 
low-income  citizens.  For  example,  since  1992  the  Foundation  and 
the  Venezuelan  Petroleum  Company  (PDVSA)  have  participated  in  a 
joint-venture  funding  of  grassroots  development  programs  in 
Venezuela.  To  date,  PDVSA  has  contributed  nearly  $1.5  million  to 
the  venture.  Further,  the  Foundation  is  on  the  cutting  edge  of 
promoting  links  between  the  private  business  sector  and  grassroots 
development.  For  example,  the  Foundation  is  financing  and 
participating  as  a  member  of  consortia  in  Mexico  and  the  Andean 
region  whose  mission  is  to  mobilize  new  local  and  international 
resources  for  grassroots  development  and  scale  up  funding  for 
development  projects. 

The  idea  that  the  nongovernmental,  public,  and  private  sectors 
should  work  in  concert  to  mobilize  and  focus  resources  on 
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grassroots  development  is  gaining  interest  and  momentum.   If  this 
trend  continues,  it  will  lessen  the  need  for  foreign  assistance  and 
assure  that  development  is  sustainable.   It  will  also  help  create 
the  opportunity  for  all  citizens  to  achieve  their  aspirations. 

The  Foundation  is  a  unique  model  of  U.S.  Government  development 
assistance  that  is  effective  and  that  Americans  can  be  proud  of, 
not  only  for  what  it  does  and  has  accomplished,  but  for  the  values 
and  beliefs  it  represents  and  shares  with  the  people  of  the  United 
States  and  with  our  partners  in  Latin  America  and  the  Caribbean. 
Therefore,  the  Foundation's  programs  and  methodology  deserve  the 
continued  full  support  of  this  distinguished  Committee. 

Mr.  Chairman,  I  would  be  delighted  to  answer  any  questions  that  you 
and  the  Members  of  this  distinguished  Committee  might  have  for  me. 

Thank  you. 
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Before  the 

House  of  Representatives 
Committee  on  Appropriations, 
Foreign  Operations  Subcommittee: 

My  name  is  William  Dunkerley.  I  am  a  publishing  consultant 
from  New  Britain,  CT.  Since  1992,  I  have  been  working  with 
publishers  from  Russia  and  other  former  Eastern  Bloc  nations. 
I've  just  returned  from  a  two-week  visit  to  Russia  (my  eighth 
trip  to  the  former  Soviet  Bloc  in  the  past  two  years) .  And  I 
welcome  this  opportunity  to  present  information  for  your  urgent 
consideration . 

While  I  was  in  Russia,  government  and  publishing  industry 
officials  both  shared  with  me  a  serious  concern:  As  national 
elections  grow  nearer,  it  is  widely  expected  that  there  will  be  a 
severe  battle  for  control  of  the  media. 

With  that  in  mind,  I  am  introducing  this  testimony  with  a 
focus  on  two  issues. 

First  is  my  concern  that  in  Russia,  the  press  is  losing  its 
fight  to  become  free  and  independent.  The  result  is  a  tragic  blow 
to  the  establishment  of  a  real  democracy.  Indeed,  how  can 
citizens  make  intelligent  political  choices  if  they  have  no 
reliable  means  for  learning  the  truth? 

Second  is  my  chagrin  that  U.S.  efforts  to  aid  the  Russian 
media  are  inadequately  targeted  in  a  strategic  sense.  Clearly, 
through  our  inappropriate  response,  we  are  losing  an  opportunity 
to  contribute  to  stability  in  the  region. 

What's  the  Problem? 

Like  any  aspiring  democratic  nation,  Russia  needs  a  free 
press.  Its  people  need  a  free  press  to  enable  them  to  make 
informed  political  and  economic  choices.  But  while  Russian 
newspapers  presently  can  and  do  criticize  political  leaders, 
Russia  does  not  have  a  free  press.  Any  apparent  freedom  is  a 
result  of  the  largess  of  those  who  control  the  media.  The  press 
does  not  have  the  financial  independence  to  chart  its  own  course. 
Vsevolod  Bogdanov,  chairman  of  the  Russian  Union  of  Journalists 
has  said,  "the  mass  media  can  become  truly  independent  only  by 
acquiring  material  independence.  Otherwise,  editors  and 
journalists  will  be  doomed  to  servility  and  corruption." 

Financial  overlords  have  taken  control  of  Russian 
newspapers.  Who  are  they?  They  are  individuals,  commercial 
enterprises,  and  government  agencies  who  are  willing  to  pay  money 
in  return  for  favorable  news  coverage  (or  to  suppress  unfavorable 
stories).  They  are  also  banks,  political  parties,  industrial 
concerns,  even  the  mafia,  —  all  eager  to  provide  behind-the- 
scenes  sponsorship  in  return  for  a  chance  to  influence  society 
through  the  pages  of  the  newspapers.  All  this  goes  on  under  the 
euphemistic  heading  of  "hidden  advertising." 
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Because  of  these  financial  strings,  the  media  has  been 
pushed  into  extensive  self-censorship.  Newspapers  are  not  free  to 
tell  the  truth.  Russia's  press  is  being  held  hostage. 

It's  No  Secret 

A  year  ago  I  was  told  about  these  practices  only  behind 
closed  doors  in  Moscow  offices.  Now,  however,  the  subject  is 
discussed  openly,  even  in  public  gatherings,  I've  found. 

Newsweek  ran  an  article  entitled,  "Press:  The  Best  News 
Rubles  Can  Buy."  It  detailed  the  story  of  a  journalist  who  had 
written  a  generally  positive  article  about  a  businessman.  "Go 
back  and  make  him  pay,"  ordered  her  editor.  Another  reporter 
related  how  in  the  old  days,  they  publicized  the  Communist  Party 
for  free,  but  now  do  it  only  for  money.  "Either  way,  newspaper 
readers  are  getting  sold  a  phony  bill  of  goods,"  the  Newsweek 
writers  concluded. 

Subsequently,  Russian  economist  and  media  expert  Alexei 
Izyumov  wrote  in  Newsweek 's  March  30,  edition:  "While  the 
government  is  applying  pressure  on  the  media  from  above,  the  new 
rich  are  buying  favorable  coverage.  The  more  civilized  method  is 
for  a  business  to  buy  a  media  outlet  wholesale  or  to  launch  a  new 
one  from  scratch.  But  this  takes  substantial  effort  and 
investment.  It  is  much  easier  to  buy  favors  from  individual 
journalists  through  bribery  or  even  violent  intimidation." 

Many  Russians  sum  up  the  situation  with  the  proverb:  kto 
plat it,  tot  zakazyvaet  muzyku  —  he  who  pays  gets  to  choose  the 
music. 

Macroeconomic  Trouble 

A  lack  of  financial  independence  is,  unfortunately,  only  one 
of  the  problems  facing  the  Russian  press.  In  fact,  the  entire 
newspaper  industry  is  in  a  downward  spiral.  Readership  is 
declining  in  response  to  higher  newsstand  and  subscription 
prices.  Publishers  initially  raised  prices  because  they  had  to 
pay  more  for  paper,  printing  and  distribution  services.  As 
readership  declined,  the  publishers  printed  fewer  copies.  That 
meant  a  lower  demand  for  the  related  printing  and  distribution 
services,  and  for  paper. 

In  return,  the  strategy  these  suppliers  used  to  cope  with 
this  reduced  demand  was  to  increase  their  prices.  They  didn't 
scale  down  their  expenses  in  order  to  produce  their  products  or 
services  at  competitive  prices.  Indeed  there  is  no  competition. 
We're  talking  about  state  monopolies  here! 

And  in  the  face  of  these  increased  costs,  the  publishers 
again  raised  their  prices.  I  think  you  can  see  how  this  downward 
economic  spiral  took  shape. 

More  Problems 

As  if  that  isn't  enough,  Russian  publishers  also  face  these 
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additional  problems... 

—They  lack  a  detailed  understanding  of  how  advertising 
works.  As  a  result  they're  unable  to  guide  advertisers  into 
campaigns  that  will  produce  real  benefits  for  the  advertisers. 
Accordingly,  there  is  a  lack  Gf  understanding  of  how  to  sell 
advertising  space  effectively. 

—A  number  of  laws  on  the  books  actually  make  it  almost 
impossible  for  any  newspaper  to  be  successful  operating 
legitimately.  Pending  legislation  offering  tax  breaks  would 
lessen  this  problem  somewhat. 

—Publishers  have  no  practical  alternative  but  to  deal  with  a 
state-owned  monopoly  for  distribution  and  subscription. 

—Many  publishers  have  the  government  as  their  landlord.  One 
editor  told  me  if  he  says  the  wrong  thing  in  print,  his  rent  will 
go  up. 

—The  government  still  owns  the  printing  plants.  Editors  tell 
me  that  these  enterprises  are  either  ill-equipped  or  unwilling  to 
meet  the  needs  of  today's  newspapers. 

The  environment  needed  for  a  free  press  to  flourish  simply 
does  not  exist. 

This  is  a  problem  not  only  for  the  publishers,  but  for  the 
government  as  well.  A  healthy  newspaper  industry  is  an  essential 
ingredient  for  the  democratic  and  economic  reform  they  are 
undertaking.  Indeed,  a  healthy  industry  would  also  produce 
greater  tax  revenues  for  the  sorely  strapped  government  budget. 

U.S.  Assistance 

You'd  think  that  U.S.  assistance  efforts  would  be  targeted 
to  help  Russians  overcome  these  problems.  But  they  have  not  been. 
While  assistance  with  entrepreneurship  and  subsector 
restructuring  would  get  right  to  the  point,  we  have  concentrated 
on  things  like  journalist  training.  Now  certainly  journalist 
training  is  important.  It's  just  not  in  the  critical  path  for  the 
press  to  become  free  and  independent.  It's  certainly  relevant. 
It's  simply  not  of  the  highest  strategic  value.  Even  a  program 
that  was  developed  to  bolster  the  business  end  of  Russian  media 
seems  to  be  dealing  with  things  that  are  not  of  top  strategic 
importance. 

That's  not  to  say  that  these  programs  haven't  accomplished 
great  things.  Indeed  they  have.  And  they  have  been  designed  and 
administered  by  very  capable  and  well-intentioned  people.  But,  if 
our  objective  is  to  promote  a  free  ~.  '  •_.-._-  _-t„  ..  -.„.,■-,-  ,-.„.--;- 
we  are  using  the  x^rrong  tools  for  f. 

Here's  a  test  to  use.  Take  any  U.S.  program  to  assist  the 
Russian  media.  As):.  "I"  tr.Ls    .^.  ^rccrar.  that  -/e  -/cu'cl  use  tc  .■=.-ve 
a  Westsrr.  comp~  ^     "        -  .  .   _-   •  :.-_is 
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experiencing  a  downward  economic  spiral?"  Certainly  there  are 
vast  differences  between  Russian  and  Western  economies.  And  all 
methods  used  in  the  West  are  not  appropriate  for  use  in  Russia 
today.  But  by  applying  this  test,  I  think  you'll  see  how 
strategically  mis-targeted  some  of  our  assistance  efforts  have 
been. 

An  Opportunity 

On  my  recent  visit  to  Moscow,  I  met  again  with  Ivan  Laptev. 
He  is  the  founder  and  outgoing  president  of  the  Publishers  and 
Editors  Association  of  Russia.  Laptev  is  a  former  editor-in-chief 
of  Izvestia.  Under  Gorbachev  he  was  Chairman  of  the  Supreme 
Soviet  of  the  USSR.  The  American  embassy  has  called  him  "one  of 
Russia's  most  prominent  figures  in  journalism."  Laptev  now 
occupies  a  key  post  on  the  Russian  Federation's  committee  for  the 
press.  He  explained  to  me  how  they  would  soon  initiate  the 
privatization  of  the  printing  plants.  He  also  said  he  expects 
that  the  plants  will  become  a  center  of  struggle  for  ownership 
and  expressed  the  hope  that  somehow  the  new  ownership  will  seek 
to  foster  a  free  and  independent  news  media. 

In  my  opinion,  this  represents  an  opportunity  for  the  United 
States  to  offer  strategically  well-targeted  assistance.  For  a 
free  press  to  have  any  chance  of  emerging,  the  Russians  need  to 
create  the  circumstances  that  are  needed  if  a  free  press  is  to 
exist.  Setting  up  the  publication  printing  plants  on  a  profit- 
oriented,  non-controlling,  non-ideological  basis  would  be  an 
important  step  in  the  right  direction. 

Can  the  U.S.  Be  Responsive? 

Several  months  ago  in  anticipation  of  where  things  are 
headed  regarding  the  printing  plants,  I  called  several  people  at 
USAID.  I  was  interested  in  discussing  how  the  United  States  could 
play  a  positive  role.  I  spoke  both  with  people  involved  in  media 
reform  and  in  economic  restructuring.  And  I  explained  the  need  to 
undertake  macroeconomic  reforms  in  order  to  promote  the  emergence 
of  a  free  and  independent  media. 

When  I  suggested  to  the  media  reform  people  the  need  for 
related  economic  restructuring,  they  told  me  that  kind  of  thing 
was  handled  by  the  economic  restructuring  people.  When  I  spoke  to 
the  economic  restructuring  people  about  the  need  for 
restructuring  in  the  media  subsector,  they  told  me  that  media 
programs  are  handled  by  the  media  people.  And  finally,  when  I 
suggested  to  both  groups  that  they  work  cooperatively,  I  received 
little  encouragement  that  such  could  be  accomplished! 

Why  Not? 

The  way  USAID  has  structured  itself  seems  to  be  a  clear 
impediment  to  addressing  the  Russian  media's  most  fundamental 
problems.  Certainly  I  have  not  made  a  thorough  study  of  that 
organization  and  can  not  comment  based  on  detailed  knowledge.  But 
from  my  experience  as  an  organization  development  practitioner,  I 
can  indicate  how  situations  like  this  usually  arise. 
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One  way  might  be  through  people  working  at  the  program 
implementation  level  either  not  understanding  or  not  following 
the  policies  developed  at  a  higher  level.  Another  way  might  be  if 
there  has  been  inadequate  policy  development  at  the  top.  And 
still  another  explanation  might  be  that  top  management's  follow 
through  has  been  inadequate. 

My  suspicion  is  that  in  this  case,  the  root  of  the  problem 
is  at  the  top  end  of  the  management  pyramid,  not  at  the  program 
implementation  level. 

Summary  and  Recommendations 

While  American  assistance  efforts  have  progressed,  the 
plight  of  the  Russian  media  has  gone  from  bad  to  worse.  We've 
implemented  programs  that  have  been  successful  in  their  own 
right.  But  little  real  or  measurable  progress  toward  a  free  and 
independent  media  has  been  made.  Our  efforts  have  been  off 
target.  Our  approach  has  not  been  properly  organized.  In  light  of 
this  situation,  I  recommend  the  following: 

First,  that  greater  recognition  be  given  to  the  central  role 
a  free  and  independent  press  must  play  if  political  and  economic 
reform  is  to  be  successful. 

Second,  that  a  high-level  plan  be  developed  for  addressing 
the  areas  of  entrepreneurship  and  macroeconomic  restructuring 
with  regard  to  the  media.  An  environment  must  be  created  in  which 
a  free  and  independent  media  can  flourish 

And  third,  that  there  be  sufficient  accountability  and 
follow  through  by  the  top  administrators  to  assure  that  real  and 
measurable  progress  will  be  achieved. 

Thank  you  for  this  opportunity  to  testify.  If  you  have  any 
questions,  please  do  not  hesitate  to  call  on  me.  I  will  be  happy 
to  be  of  service  to  you  in  any  way  that  I  can. 

Respectfully  submitted, 

William  Dunkerley 
Publishing  Consultant 
275  Batterson  Drive 
New  Britain,  CT  06053 

Tel:  203  827-8896 
Fax:  203  224-9094 

April  27,  1995 
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Armenian  National  Committee  of  America 

Thank  you  for  the  opportunity  to  offer  testimony  today  on  behalf  of  the  Armenian  National 
Committee  of  America,  the  nation's  oldest  and  largest  Armenian  American  grassroots  political 
organization. 

The  Armenian  American  community  has  concerns  on  a  variety  of  issues  dealing  with  U.S.  foreign 
assistance  policy.  These  concerns  range  &om  the  future  of  US  AID  and  our  overall  foreign  aid 
policy,  to  the  assistance  appropriated  to  the  New  Independent  States,  and  in  particular,  the  nature 
and  level  of  assistance  to  Armenia,  Azerbaijan  and  Turkey. 

Support  for  U.S.  Foreign  Assbtance  Programs 

The  Armenian  American  community  is  among  the  nation's  strongest  and  most  vocal  advocates  for 
the  use  of  foreign  assistance  to  meet  pressing  humanitarian  needs  and  as  an  effective  diplomatic 
tool  for  the  advancement  of  American  values  and  interests  abroad.  Along  with  the  Jewish 
American  and  Greek  American  communities,  Armenian  Americans  represent  one  of  the  key  voices 
in  the  political  system  who  believe  that  foreign  assistance  represents  among  the  most  effective 
international  investments  we  can  make  as  a  nation.  The  relatively  small  investment  we  make  in 
foreign  assistance  pays  tremendous  dividends  in  terms  of  promoting  regional  stability,  creating 
trading  opportunities,  and  advancing  the  cause  of  democracy  and  human  rights  around  the  world. 

The  ANCA,  along  ■with  the  other  members  of  the  Freedom  Support  Coalition,  calls  on  the 
Congress  to  continue  to  appropriate  sufficient  levels  of  foreign  assistance  to  stimulate  and 
accelerate  the  movement  to  democracy,  market  economics,  and  human  rights  that  is  taking  place 
in  the  NIS  and  around  the  world.  We  also  support  the  application  of  a  consistent  set  of 
conditions  on  foreign  aid  recipients  regarding  their  conmiitment  to  democratic  principles, 
economic  reform  and,  above  all,  respect  for  human  rights.  The  United  States  should  not  provide 
aid  to  a  nation,  regardless  of  its  strategic  significance,  which  violates  the  rights  of  its  own  citizens 
or  initiates  aggressive  actions  against  neighboring  states. 

U.S.  Aid  to  Armenia 

The  ANCA  supports  a  hard-earmark  of  at  least  $75  million  for  Armenia  for  fiscal  year  1996  to 
help  offset  the  devastating  effects  of  the  Turkish  and  Azerbaijani  blockades  and  to  help  the 
Armenian  people  overcome  the  many  serious  obstacles  they  face  on  the  road  to  democracy. 

The  blockades  of  Armenia  by  Turkey  and  Azerbaijan  have  caused  severe  shortages  of  basic 
necessities  throughout  Armenia,  stunted  economic  development  and  caused  over  800,000 
Armenians  to  leave  their  homeland  out  of  desperation.  The  mortality  rate  among  the  very  young 
and  the  elderly  has  increased  dramatically  as  Armenians  are  forced  to  endure  winter  after  winter 
without  sufficient  heating  fuel,  electricity,  food  or  medicine. 

Over  the  past  several  years,  the  United  States  has  provided  hundreds  of  millions  of  dollars  in 
humanitarian  assistance  to  meet  desperate  humanitarian  needs  in  Armenia.  USAID,  under  the 
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efiFective  leadership  of  Tom  Atwood,  deserves  credit  for  administering  this  assistance  and  for 
reaching  out  to  indigenous  groups  in  Armenia,  such  as  the  Armenian  Relief  Society.  These 
groups  are  working  in  partnership  with  the  U.S.  government  on  humanitarian,  developmental  and 
democracy  building  projects.  The  USAID  eflFort  in  Armenia,  and  in  particular  the  hard  work  and 
vision  of  Tom  Dine,  are  deeply  appreciated  by  the  people  of  Armenia  and  by  the  Armenian 
American  community. 

The  ANCA  welcomes  the  increased  attention  that  the  State  Department  and  USAID  has  placed 
on  democratic  development  in  Armenia,  following  the  Armenian  President's  December  28th 
decree  banning  the  leading  opposition  party  and  closing  a  dozen  independent  newspapers.  The 
State  Department,  on  January  1 8th,  described  these  actions  as  "counter  to  established  principles 
of  democracy  and  free  speech."  Since  that  time,  many  human  rights  and  press  freedom 
organizations  have  sharply  criticized  the  Armenian  government's  undemocratic  behavior. 

It  is  clear  from  the  events  of  the  past  three  months  that  democracy  has  suffered  several  serious 
setbacks  in  Armenia.  Unfortunately,  the  current  Armenian  government  has,  all  too  often,  sought 
to  silence  dissent  and  limit  freedom  of  expression  in  Armenia.  The  Armenian  American 
community,  which  fought  tirelessly  for  the  freedom  of  their  homeland  for  seven  decades,  is  deeply 
concerned  to  see  the  Armenian  government  adopt  measures  which  limit  liberty,  and  which  draw 
criticism  from  the  international  community.  They  see  the  promise  of  freedom  for  Armenia  being 
threatened  by  political  forces  who,  on  the  eve  of  Parliamentary  elections,  seem  intent  on  using  the 
power  of  the  state  to  perpetuate  their  own  rule.  For  these  reasons,  the  ANCA  believes  that 
USAID  should  initiate  extensive  democratic  development  programs  in  Armenia. 

The  Restriction  on  U.S.  aid  to  Azerbaijan 

As  Members  of  Congress  are  well  aware,  current  law  prohibits  U.S.  assistance  to  Azerbaijan  until 
it  has  ended  its  aggression  and  lifted  its  blockades  against  Armenia  and  Nagomo  Karabagh.  The 
restriction,  which  was  passed  by  Congress  in  October  of  1992  as  section  907  of  the  Freedom 
Support  Act,  enjoys  strong,  bipartisan  support  in  both  houses  of  Congress. 

As  indicated  previously,  the  Azerbaijani  blockade  of  Armenia  and  Nagomo  Karabagh,  coupled 
with  Turkey's  obstruction  of  humanitarian  assistance  to  Armenia,  has  led  to  a  chronic  lack  of 
heating  fuel,  shortages  of  electricity,  and  severe  shortages  of  food,  fuel,  medicine  and  other 
desperately  needed  supplies.  To  date,  the  successive  Azerbaijani  leaderships  have  steadfastly 
refused  to  lift  their  blockade  or  to  abandon  a  military  solution  to  the  conflict  over  Nagomo 
Karabagh.  Any  efiforts  to  weaken  or  eliminate  this  restriction,  particularly  during  the  current 
negotiations,  would  be  viewed  in  Baku  as  a  green  light  from  the  U.S.  to  continue  their  aggressive 
policies. 

Unfortunately,  both  the  Bush  and  Clinton  Administrations  have  opposed  the  restriction  on  U.S. 
aid  to  Azerbaijan.  While  both  presidents  have  had  the  authority  to  waive  the  restriction,  they  have 
instead  sought  to  eliminate  the  restriction  by  asking  Congress  to  repeal  the  law.  Both 
Administration's  have  been  met  with  strong  Congressional  and  Armenian  American  community 
support  for  maintaining  the  restriction  until  Azerbaijan  has  lifted  its  blockade  and  ended  its 
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aggression  against  Armenia  and  Nagomo  Karabagh.  It  should  be  noted  that  the  United  States  has 
provided  tens  of  millions  of  dollars  in  assistance  directly  to  non-governmental  organizations  in 
Azerbaijan.  This  assistance  is  not  prohibited  by  section  907  and  has  not  been  opposed  by  the 
Armenian  American  community. 

The  ANCA  remains  firmly  committed  to  section  907  of  the  Freedom  Support  Act.  The  language 
of  the  prohibition  clearly  states  the  terms  under  which  the  U.S.  can  provide  assistance  to  the 
government  of  Azerbaijan.  When  these  conditions  are  met,  namely  lifting  of  the  blockades  and 
the  cessation  of  aggression,  the  President  can  make  the  necessary  certifications  to  Congress  and 
Azerbaijan  will  be  eligible  for  U.S.  assistance.  The  ANCA  strongly  supports  the  law  restricting 
U.S.  aid  to  Azerbaijan  and  actively  opposes  any  effort,  within  Congress  or  by  the  Administration, 
to  weaken  or  eliminate  this  prohibition. 

Turkey 

The  Armenian  American  community  has  long  held  serious  reservations  about  the  high  levels  of 
U.S.  foreign  assistance  to  Turkey.  For  decades,  Turkey  has  consistently  failed  to  meet  even  basic 
international  standards  for  human  rights  and  humanitarian  practices,  yet  is  has  received  billions  in 
U.S.  aid.  First  and  foremost  among  these  shortcomings,  in  the  eyes  of  the  Armenian  American 
community,  is  Turkey's  blockade  of  U.S.  and  international  humanitarian  assistance  to  Armenia. 
This  blockade,  now  entering  its  third  year,  is  one  of  a  range  of  issues  which  should  lead  Members 
of  Congress  to  initiate  a  carefiill  review  of  our  relationship  with  Turkey,  particularly  in  terms  of 
the  allocation  of  increasingly  scarce  foreign  aid  dollars. 

The  U.S.  Congress  must  seriously  consider  if  it  wants  to  continue  subsidizing  a  nation  which 
obstructs  U.S.  relief  supplies,  systematically  violates  the  human  rights  of  its  own  citizens,  denies 
the  existence  of  15  million  Kurds,  unfairiy  restricts  the  rights  of  Christian  communities,  invaded 
and  occupies  portions  of  Cyprus  and  which  recently  invaded  northern  Iraq  with  close  to  40,000 
troops. 

The  inability  of  the  United  States,  which  provides  hundreds  of  millions  of  dollars  to  Turkey  each 
year,  to  lift  the  blockade  on  our  own  humanitarian  aid  to  Armenia,  represents  a  serious  failure  in 
U.S.  policy.  It  is  clear  from  this  example  that  the  rules  by  which  we  designate  recipients  must  be 
reviewed  and  amended  to  ensure  that  any  nation  which  obstructs  U.S.  humanitarian  relief 
programs  should  not  receive  U.S.  assistance.  The  Humanitarian  Aid  Corridor  Act,  which  was 
reintroduced  recently  in  Congress,  does  exactly  this. 

The  ANCA  believes  that  the  Humanitarian  Aid  Corridor  Act  represents  sound  policy  and  will  help 
to  restore  credibility  to  our  foreign  aid  programs.  By  amending  the  rules  of  the  game  in  this 
manner,  we  can  be  sure  that  the  recipients  of  our  foreign  assistance,  at  the  very  least,  do  not  block 
our  own  efforts  to  meeting  pressing  humanitarian  needs  in  other  nations.  We  call  upon  the 
Congress  to  enact  this  legislation  as  soon  as  possible. 

At  the  same  time,  the  United  States  must  also  specifically  address  a  number  of  pressing  issues 
directly  with  the  Turkish  government.  Among  these  are  Turkey's  blockade  of  Armenia,  its 
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worsening  human  rights  situation,  its  treatment  of  the  Kurds,  its  continued  occupation  of  Cyprus, 
and  the  unfair  restrictions  it  places  on  Christian  communities.  These  issues,  and  others,  have 
historically  been  explained  away  by  successive  Administrations  seeking  to  maintain  close  ties  wth 
Turkey.  Decades  of  "quiet  diplomacy"  have  not  led  to  any  progress  in  these  areas.  In  fact  the 
situation  is  growing  worse  every  day. 

With  the  end  of  the  Cold  War,  we  can  no  longer  ignore  Turkey's  record  as  among  the  worid's 
worst  violators  of  human  rights  or  its  aggression  against  neighboring  states.  The  Turkish  Human 
Rights  Compliance  Act,  which  was  recently  introduced  in  both  houses  of  Congress,  would  link 
Turkey's  behavior  on  these  issues  to  the  level  of  assistance  provided  to  the  Turkish  government. 
For  each  day  that  Turkey  fails  to  meet  these  basic  requirements,  $500,000  in  U.S.  aid  would  be 
withheld.  The  ANCA  fully  endorses  this  legislation  and  calls  on  Members  of  Congress  to  support 
its  passage. 

Finally,  we  call  for  closer  Congressional  oversight  of  the  increasing  number  of  U.S.  military  sales 
and  transfers  to  Turkey.  In  particular,  the  Congress  must  accept  responsibility  for  carefully 
reviewing  the  sale  or  transfer  of  lethal  weaponry  or  force-multipliers.  Special  attention  must  be 
given  to  any  U.S.  military  hardware  which  will  likely  be  used  by  the  Turkish  armed  forces  in 
Cyprus,  against  Kurdish  civilians,  in  the  recent  invasion  of  Iraq,  or  which  will  be  transfered  to 
Azerbaijan  for  use  against  Nagomo  Karabagh.  Two  recent  examples  which  deserved  closer 
Congressional  scrutiny  were  the  proposed  sale  of  CBU-87  cluster  bombs  in  December  of  last 
year,  and  the  the  proposed  transfer  often  KC-135  in-air  refueling  ^rcraft  in  June  of  1994. 

Thank  you  for  the  opportunity  to  present  this  testimony  and  to  reaffirm  the  support  of  the 
Armenian  American  community  for  our  nation's  foreign  assistance  program. 
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statement  Submitted  for  the  Record 

by 
lUCN-The  World  Conservation  Union 

House  Committee  on  Appropriations 
Subcommittee  on  Foreign  Operations,  Financing  and  Related  Programs 

Public  Witness  Day 

We  urge  the  Subcommittee  to  maintain  current  funding  for  lUCN-The 
World  Conservation  Union.  If  an  organization  can  be  judged  on  a  per 
dollar  value  of  its  programs  and  activities,  then  a  strong  case  can 
be  made  to  maintain  last  year's  Congressional  recommendation  to  set 
US  voluntary  contributions  to  this  organization  at  $2  million. 

Each  member  of  the  Subcommittee  has  now  received  a  letter  from  Dr. 
Jay  Hair,  President  of  the  National  Wildlife  Federation  and  current 
President  of  lUCN,  urging  Congressional  support  for  this  unique 
organization.   In  his  letter,  Dr.  Hair  made  the  following  points: 

•  As  a  union  of  64  governments,  98  government  agencies,  600 
non-governmental  organizations,  and  over  6,000  volunteer 
experts,  guided  by  democratic  processes,  lUCN  provides  a 
powerful  framework  and  stimulus  for  environmental  management  and 
sustainable  development  actions.  It  offers  a  unique  forum  for 
international  programs,  national  governments,  civil  society,  and 
the  private  sector  to  translate  global  policy  into  practical 
actions  on  the  ground. 

•  Investment  in  lUCN  is  a  sound  investment  -  an  investment  in 
action,  not  bureaucracy.  Each  dollar  invested  leverages  between 
six  and  ten  dollars  in  in-kind  contributions  from  lUCN's  members 
and  volunteer  networks.  It  is  an  investment  in  the  programs  and 
linkages  that  enable  countries  to  play  their  part  in  promoting 
sound  conservation  from  the  global  to  the  local  levels. 

•  Investment  in  lUCN  is  an  investment  in  democratization  and 
stakeholder  participation.  Through  its  members  and  offices  in 
over  12  0  countries,  lUCN  promotes  the  development  of  civic 
organizations  and  the  frameworks  that  encourage  constructive 
engagement  with  governments  and  international  programs. 

•  lUCN  is  on  the  cutting  edge  of  developing  innovative  new 
financing  mechanisms  such  as  national  environmental  trust  funds 
and  foundations  which  build  national  capacities  for  financing 
conservation  activities. 

•  lUCN  is  providing  important  support  and  scientific  advice 
for  international  conventions  of  special  interest  to  the  U.S. 
(i.e.  CITES,  Ramsar,  and  World  Heritage). 

•  National  Committees  of  lUCN  members  have  proven  to  be 
increasingly  effective,  local  catalysts  for  advancing 
sustainable  development   and  public  participation   in  many 
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countries.  This  organizational  effort  needs  to  be  strengthened 
and  expanded  considerably. 

•  Investment  in  lUCN's  National  Committees  and  expert 
networks  in  the  Americas  can  also  be  counted  as  vital 
contributions  to  the  follow-up  to  the  Summit  of  the  Americas. 
This  could  be  featured  as  part  of  the  U.S.  contribution  to  the 
environmental  package  of  the  Summit  of  the  Americas. 

•  lUCN  has  embarked  on  a  new  set  of  cooperative  agreements 
with  the  U.N.  Development  Program,  The  World  Bank,  the  U.N. 
Environment  Program,  and  the  Global  Environmental  Facility,  with 
a  view  to  strengthen  complementarities  and  avoid  wasteful 
duplication. 

•  The  United  States  has  a  diverse  membership  and  a 
substantial  presence  in  this  unique  organization  including  the 
U.S.  government,  six  federal  agencies,  70  non-profit 
environmental  groups,  fifteen  zoos,  and  approximately  one 
quarter  of  the  6,000  individual  members  of  lUCN's  experts 
networks.  In  addition  the  current  President  and  five  of  the 
members  of  lUCN's  governing  council  are  Americans.  An  increased 
U.S.  contribution  would  enhance  opportunities  for  the  U.S.  to 
make  greater  use  of  the  Union,  whose  budget  is  small  in 
comparison  to  other  international  organizations. 

Despite  the  major  US  involvement  in  lUCN,  the  US  contributes  only 
3.5%  of  the  organizations  total  budget  which  compares  unfavorably  to 
other  organizations  funded  under  the  International  Organizations  and 
Programs  account  which  the  US  generally  supports  at  25%  levels. 

lUCN  is  well  known  within  the  world  conservation  community  but  not 
very  will  known  outside  this  group.  lUCN  does  not  conduct  public 
advertising  campaigns  and  it  has  no  professional  lobbyists  to 
advocate  its  own  behalf.  For  those  Subcommittee  members  who  are  not 
familiar  with  the  organization,  its  mission  and  objectives  are  as 
follows : 

Mission:  The  mission  of  lUCN  is  to  influence,  encourage,  and  assist 
societies  throughout  the  world  to  conserve  the  integrity 
and  diversity  of  nature  and  to  ensure  that  any  use  of 
natural  resources  is  equitable  and  ecologically 
sustainable. 

Program  Objectives: 

•  To  ensure  the  conservation  of  nature,   and  especially  of 
biological  diversity,  as  an  essential  foundation  for  the  future. 

•  To  ensure  that  where  the  earth's  natural  resources  are  used  this 
is  done  in  a  wise,  equitable  and  sustainable  way. 

•  To  guide  the  development  of  human  communities  towards  ways  of 
life  that  are  both  of  good  quality  and  in  enduring  harmony  with 
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other  components  of  the  biosphere. 

lUCN's  work  benefits  the  US  in  a  number  of  ways  including  the 
following: 

•  lUCN's  programs  and  activities  contribute  to  the  maintenance  of 
a  healthy  natural  global  environment  -  clean  air,  water,  the 
survival  of  threatened  species,  and  the  sustainable  use  of 
natural  resources. 

•  lUCN's  programs  support  the  conservation  of  biological 
diversity,  upon  which  the  US  pharmaceutical  and  agricultural 
industries  are  partly  dependent. 

•  lUCN  provides  major  support  to  international  conventions  of 
importance  to  the  US  (i.e.  Convention  on  International  Trade  in 
Endangered  Species-CITES,  World  Heritage  Convention,  Ramsar 
Wetlands  Convention) . 

•  lUCN  maintains  international  networks  of  volunteer  scientists 
and  specialists  (including  a  large  number  of  individuals  from 
the  US)  who  collaborate  to  secure  a  balanced  environment  for 
current  and  future  generations  (e.g.  Species  Survival 
Commission,  Commission  on  National  Parks  and  Protected  Areas, 
and  the  Commission  .on  Environmental  Law)  . 

•  lUCN  provides  a  unique  international  forum  for  the  coordination 
of  government/non-government  organizations  to  develop  agreed 
approaches  and  common  policies  for  the  conservation  of  nature 
and  the  sustainable  use  of  natural  resources . 

•  lUCN  operates  in  a  non-bureaucratic  manner,  leveraging  resources 
from  its  networks  and  delivering  products  at  a  low  cost . 

The  US  office  of  lUCN  produces  plays  an  important  role  in  the 
operation  of  the  Union: 

•  The  US  program  of  lUCN  includes  the  conclusion  of  cooperative 
arrangements  with  the  World  Bank,  the  Global  Environment 
Facility,  and  the  UN  Development  Program  to  help  ensure  improved 
participation  and  transparency  in  World  Bank  operations,  to 
support  GEF  reform  efforts,  and  to  collaborate  with  the  UNDP  on 
environmental  planning  and  capacity  building  activities. 

•  To  promote  financial  self-reliance  and  improved  involvement  of 
the  public  in  conservation  activities  through  use  of  national- 
level  environmental  trust  funds  and  foundations. 

•  To  improve  Western  Hemisphere  collaborations  in  areas  such  as 
Summit  of  the  Americas  follow  up,  parks  and  protected  areas 
planning,  and  conservation  finance. 

•  To  assist  US  members,  including  US  State  Members,  achieve  shared 
objectives. 
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The  only  organization  of  its  kind  in  the  world,  lUCN  provides  its 
members  a  forum  to  cooperatively  address  conservation  issues  and 
build  partnerships  between  governments  and  environmental  groups. 
Since  its  inception  half  a  century  ago,  lUCN  has  consistently 
produced  concrete  results  in  its  programs  and  activities  as 
illustrated  in  the  following  examples: 

lUCN  applies  the  scientific  and  technical  knowledge  contained  within 
its  vast  and  diverse  expert  networks  to  major  conservation  issues: 

lUCN's  Declining  Amphibian  Populations  Task  Force,  a  network  of 
1,200  scientists  from  around  the  world,  is  exploring  possible 
links  between  unexplained  declines  in  amphibian  populations 
worldwide  and  global  environmental  change. 

lUCN's  Species  Survival  Commission  has  drawn  from  its  vast  and 
diverse  network  of  experts  to  develop  guidelines  to  assist 
governments,  NGOs,  and  natural  resource  managers  in 
reintroducing  species  to  their  natural  ranges  and  dealing  with 
animal  specimens  confiscated  as  a  result  of  illegal  trade.  lUCN 
is  now  developing  guidelines  on  controlling  invasive  species. 

lUCN  programs  balance  the  needs  o£  people  with  conservation  of 
natural  resources. 

A  plan  to  develop  a  reservoir  in  Botswana's  Okavango  Delta 
threatened  ecological  disaster  for  its  rich  diversity  of 
wildlife.  lUCN  negotiated  a  compromise  plan  that  allowed  for 
economic  development,  while  maintaining  the  integrity  of  one  of 
the  world's  greatest  nature  reserves. 

lUCN  provides  technical  support  to  key  intergovernmental  conventions. 

These  include  the  Convention  on  International  Trade  in 
Endangered  Species  (CITES) ,  the  World  Heritage  Convention,  the 
RAMSAR  Convention  on  wetlands  of  international  importance,  and 
the  International  Whaling  Convention. 

lUCN  has  played  a  key  supportive  role  in  implementing  CITES 
since  its  inception  through  (1)  technical  reviews  of  every 
proposal  to  amend  CITES'  Appendices,  (2)  field  assessments  of 
the  status  of  species  in  trade,  and  (3)  ad  hoc  advice  to  CITES 
parties . 

lUCN  promotes  creation  of  parks  and  protected  areas  and  helps  to 
conserve  ecosystems . 

Recently,  lUCN  played  a  key  role  in  creation  of  Condor itos 
National  Park  in  Argent:'  .  . 

ITJCN's  Marine  Initiative  .c^-.r  _„.v^u^Lt. 
conservation  status  of  sea  turtles  anJ 
developed  conservation  pism  for  them. 
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lUCN  frames  important  policy  issues . 

The  World  Conservation  Strategy,  published  by  lUCN  in  1980 
with  World  Wide  Fund  for  Nature  (WWF)  and  the  U.N. 
Environment  Programme,  first  defined  the  concept  of 
sustainable  development  as  improving  the  quality  of  human 
life  while  living  within  the  carrying  capacity  of 
supporting  ecosystems. 

lUCN's  Sustainable  Use  Initiative  mobilizes  a  global 
network  of  Specialist  Groups  who  are  working  at  the  cutting 
edge  of  applied  conservation  to  reconcile  people's  needs 
with  the  imperative  to  conserve  wild  species. 

lUCN  maximizes  conservation  impact  by  leveraging  funds  with  vol\intary 
and  in-kind  contributions  and  by  developing  creative  fineuicing 
mechanisms . 

lUCN  and  key  partners  have  pioneered  the  concept  of 
National  Environment  Funds,  which  lessen  developing 
nations'  dependency  on  foreign  assistance  and  promote  the 
sustainable  financing  for  conservation  that  is  essential  to 
long-term  institution  building. 

For  each  dollar  that  lUCN  invests  in  its  Commissions  of 
conservation  experts,  it  receives  six  to  ten  dollars  of 
in-kind  services  from  Commission  members. 

lUCN  provides  important  services  to  member  states  and  organizations 
through : 

Expert  networks:  lUCN  draws  scientific  and  technical 
expertise  from  six  volunteer  Commissions  on  National  Parks 
and  Protected  Areas,  Species  Survival,  Environmental  Law, 
Environmental  Strategies  and  Planning,  Education  and 
Communication,  and  Ecosystem  Management.  More  than  6,000 
biological  and  social  scientists,  field  researchers, 
government  officials,  natural  resource  managers,  and  legal 
experts  volunteer  valuable  time  to  these  Commissions.  In 
addition,  the  TRAFFIC  network,  a  joint  lUCN/WWF  initiative, 
monitors  and  reports  on  international  wildlife  trade.  U.S. 
members  of  lUCN's  Commissions  include  staff  from  zoos, 
aquariums,  universities,  and  professional  societies. 

Regional  and  country  offices  (RCOs) :  RCOs  provide  expertise 
specific  to  their  geographic  area  and,  as  such,  offer 
supportive  services  to  lUCN  members  in  their  area  and  bring 
lUCN's  global  expertise  to  bear  on  regional,  national,  and 
local  conservation  issues. 

Center  for  Environment&3c~|^ir  (CEL)  :  CEL  is  the  single  best 
source  of  material  and  assiStangeon  environmental  law  in 
the  world  and  has  provided  invaluaB^&a^afting  services  to 
a  number  of  treaties  concerned  with  theefi^^isonment . 
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